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KEATING RESOLUTION 


Resolved, That a special subcommittee of the Committee on the Judiciary is 
hereby constituted, which is authorized and directed to conduct an inquiry, take 
evidence, and make findings and recommendations, legislative or otherwise, with 
reference to the administration of the Department of Justice and the office of the 
Attorney General of the United States relating to and limited to specific allega- 
tions and complaints based upon credible evidence determined by the subcom- 
mittee and not based on mere suspicion and rumor, to the end that the investiga- 
tion shall be nonpolitical and nondiscursive; and be it further 

Resolved, That said subcommittee shall be composed of seven members, selected 
by the chairman; and be it further 

Resolved, That the chairman be authorized to allot to this subcommittee from 
funds under his control such sums may be necessary to conduct this 
investigation. 
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NVESTIGATION OF THE DEPARTMENT OF JUSTICE 


WEDNESDAY, MARCH 26, 1952 


House or REPRESENTATIVES, 
SpreciAL SUBCOMMITTEE To INVESTIGATE THE 
DEPARTMENT OF JUSTICE, OF THE 
CoMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10: 05 a. m., in room 346, 
House Office Building, Hon. Frank L. Chelf (chairman of the sub- 
committee) presiding. 

Present: Messrs. Celler (chairman of the full committee), Chelf 
(chairman of the subcommittee), Ramsay, Rodino, Rogers, Keating, 
Hillings, and Bakewell. 

Also present: Stephen A. Mitchell, chief counsel to the subcom- 
mittee; and Robert A. Collier, assistant counsel and chief investigator. 

Mr. Cuexr. The subcommittee will come to order, please. The 
chairman has been requested, the committee members approving, to 
first read a statement. 

For the benefit of the photographers who want to take pictures, 
we will allow the photographers to take pictures at the very begin- 
ning of the hearing. After the hearing is under way, we are going 
to invoke the rule of the House with which you are familiar: that 
there will be no pictures taken of any kind or description after the 
testimony of the Attorney General has begun. 

It will perhaps be helpful to indicate the background of this sub- 
committee’s organization and its place for the future. 

Under the authority of Congress, this subcommittee of the Judici- 
ary Committee was authorized and directed to conduct an inquiry, 
take evidence, and make findings and recommendations with reference 
to the administration of the Department of Justice and the Office of 
the Attorney General of the United States. This resolution limits 
this inquiry to— 
specific allegations and complaints based upon credible evidence determined by 
the subcommittee and not based on mere suspicion and rumor, to the end that 
the investigation shall be nonpolitical and nondiscursive. 

The hearing today and our examination of the Attorney General 
is but the initial step in our task of conducting an objective, thorough, 
and fair examination of that agency which, to the general public, 
represents the very core of the ‘American judicial system. Our in- 
vestigation will be searching and painstaking—lac :king the carnival 
ballyhoo which many would like to witness. This is no witch hunt 
or fishing expedition. For that reason, I, as chairman, take this 
opportunity to make clear the principles and ideals which will be 
followed in this investigation. This committee shall be warm and 


E 1 








Zz INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


friendly toward those witnesses who cooperate and help us. Con- 
versely, we shall be both unfriendly and cold as a well-digger’s feet 
toward those who attempt to obstruct our search for the truth. 

We are not interested in rumor and suspicion and unfounded 
charges. But we are definitely interested in specific allegations and 
complaints concerning the De ‘partment of Justice and the Office of 
the Attorney General. A substantial number of complaints has al- 
ready been received by this subcommittee, and the subcommittee has 
this week commenced its investigation into those complaints which 
are considered 3 the subcommittee to merit investigation. We are 
determined to bring to light the true facts upon which these com- 
pP ylaints are based and to exercise the full powers of the subcommittee 
in correcting any faults and abuses chargeable to the Department of 
Justice. 

We do not intend to deal in personalities, but we do intend to exer 
cise every available safeguard against bringing into a public investi 
gation the names of persons, companies, or associations who are not 

uilty of wrongdoing. But we shall be most agg rressive in following 
through any vi alid com} ylaints, regardless of the individuals who m: Ly 
be involved or of fate political affiliations. We think it is right to 
impose the highest standards and most rigid investigations upon those 
officials and e mip lovees of the De partment of Justice who are respon 
sible for dispe nsing equal justice unto all. But, I repeat, the objec 
tives of this subcommittee will not be influenced by prejudices or per- 
sonal or political considerations, and any investigation into private 
lives of individuals will extend only to the mor: al fitness and ability 
of those persons to hold positions of pub lic trust. 

This committee is not made up of any b loodthirsty chi aracter assas 
sins, and if any prominent heads fall like mother’s bread during the 
course of the investigation it will be simply and only because those 
particular individuals mixed their own batch of dough with reckless 
disregard of honesty and did their baking in an oven of deceit and 
wrongdoing. Our inquiry will proceed on the basis of an analysis of 
the complaints at hand, which, it is noted, extend into many phases 
of the Justice Department’s operation. These allegations relate not 
only to the administrative practices and procedures but to specific 
action and lack of action in particular cases and groups and classes 
of cases. 

It is desirable that we first examine the policies of the Department 
of Justice; that we determine the existence of safeguards for equal 
dispensation of justice. It is necessary that we fully understand the 
complex nature of the Department as a whole, the organization of its 
headquarters in Washington, and the control and direction exercised 
over field came niles whose activities so closely touch upon the 
lives of citizens everywhere. 

Our hearing today concerns only the first phi ise. Our next step will 
be a rapid, complete, and thorough examination of specific complaints 
in specific cases. Our staff has been organized only this week and now 
consists of six men trained in law, accounting, and investigation. As 
soon as this staff is able to make substantial progress on these investi- 
gations, the subcommittee proposes to hold open and closed hearings 
as circumstances may require. It is doubtful that any of these hear- 
ings will be scheduled for a considerable length of time. 
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\ fundamental concept of American jurisprudence is that every 
Mian is innocent until proved guilty. We do not intend to allow our 
subcommittee or its hearn os to become a sounding board for malicious 
statements or unfounded suspicions. Many fine and exemplary men 
and women at » tod: ay assoc! ated with the Department ot Justice and 
have awiven e halle nt service for ahy years. It shall be our purpose 
to protect these individuals from slander and abuse and praise them 
for their honest devotion to duty, just as it shall be our avowed purpose 
to reot out and bring into public light those who are guilty of mis 
conduct or dishonesty. 

In order to ac hieve this purpose, t is the subcommittees desire that 
persons accused be allowed the greatest latitude in answering charges 
| rought agalnst them. It is impossible to permit cross-examination in 
the hearings. However, we shall invite from the witnesses, or others 
charged before our subcommittee with any wrongdoing, : ‘ . list of ques 
tions or additional witnesses which the witness feels call materially 
serve to bring the truth to hght. Our subcommittee will consider those 
questions and will proceed to examine other witnesses where, in our 
judgment, justice and wisdom dictate that course of action, 

In conclusion, I want to reiterate that, if any person's name becomes 
tainted as a result of this investigation, this committee 1s determined 
that any resulting public scorn or contempt for such individual shall 
be accomplished by their hands which improperly “paddled their own 
canoe” in the waters of public service. 

Gene ral, we are p le ased to have you here with us: and, of « ourse, it 
s not our purpose at this time to swear you, sir, but I am informed 
that you prefer it that way. Is that right or not, Mr. MeGrath? 


Attorney General McGrara. Mr. Chairman and members of the 
committee, may I say I ‘oat ly subscribe to the principles that the 
chairman has enunciated in this opening statement, and it will be my 


privilege to cooper: ite neve ry Way that I possibly can, consistent with 
my duties as I see them tomy office ana to the ag ular re sponsibility 
to individual citizens that may be involved in the affairs of the De- 
partment of Justice. 

I night add. Mr. Chairman. that we have 64 FBI offices around the 
country. 

We have already invited, and I do now again invite, any citizen who 
has any complaint against the Department of Justice, or the handling 
of any matters, to submit those matters to any of those FBI offices ; 
and Tam sure you will find complete cooperation from Mr. Hoover in 
helping this committee to know about them and to get to the bottom 
of them. 

It is obvious, Mr. Chairman, that the Depart ment of Justice han- 
dles hundreds of thousands of matters in the course of a year: that 
over a period of years we have handled cases running probably close 

» 1,000,000, I am as anxious as you are to know if there has been 
uny wrongdoing in connection with any of them. 

Mr. C HELF. Mr. McGrath , do you pre fer to be sworn or not ? 

Attorney General McGrarn. 1 appreciate the courtesy of the com 
mittee in recognizing the principle long recognized by congressional 
committees with reference to Cabinet otficers and other high officials 
of the Government in recelving their testimony, at least in the early 
instances, without being sworn. 
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In the present posture of things, Mr. Chairman, it is my sincere 
belief that there are people who would wonder why the Attorney 
General would not be sworn before giving any testimony in a matter of 
this kind. 

If this were the only appearance that I expected to make before this 
committee, I might be willing to waive that privilege which you have 
so kindly extended; but, inasmuch as I expect to be here many times, I 
should prefer to be sworn now, and all testimony that I shall give, 
either in public or executive session, shall be given under oath. 

Mr. Cuetr. Do you solemnly swear that the statements you are about 
to make on this occasion will be the truth, the whole truth, and nothing 
but the truth, so help vou God? 

Attorney General McGrarn. I do. 


TESTIMONY OF J. HOWARD McGRATH, ATTORNEY GENERAL OF 
THE UNITED STATES, ACCOMPANIED BY JOSEPH C. DUGGAN, 
ASSISTANT ATTORNEY GENERAL OF THE UNITED STATES 


Mr. Cuetr. General, at the outset, as we stated here in the state- 
ment of the Chair, which represents the feeling of the committee, we 
are, of course, familiar with the vast number of statistics that per- 
tain to the Department. 

For instance, it is our understanding that you have approximately 
30,000 people in your employ ; is that right ? 

Attorney General McGrarn. At the present time I think we have 
about 33,000, 

Mr. Cuetr. Around 33,000? 

Attorney General McGrarn. Yes. 

Mr. Curir. The committee also understands that of that number 
there is approximately one-third, some 11,000, that are members of the 
FBI: is that about right? 

Attorney General McGrarn. That would be approximately correct. 

Mr. Cueir. We also understand, General, that you have in the 
Department some 1,700 lawyers. Is that about right? 

Attorney General McoGratrn. That is approximately correct. 

Mr. Cuetr. And that their case load is between 100 to 110 per man, 
and I think you have described it as an impossible case load. 

Attorney General McGrarn. It is just as with the particular divi- 
sion. We have an excessive case load in criminal and tax departments, 
That might not be so in, say, the Antitrust Division, but I think it is 
a fair statement to say that the attorneys of the Department, as a 
whole, carry a very excessive case load. 

Mr. Cuexr. It is our understanding, General, that you have some 
96 United States attorneys’ offices throughout the country and the 
possessions ; is that about right? 

Attorney General McGraru. Ninety-four, and I believe with Guam 
If Was Yo. 

Mr. Cuerr. It is our understanding also that of the some 33,000 
persons that are within the Department, approximately 35 percent 
are here in Washington and the others are out in the field. Is that 

bout the size of it? 

Attorney General MoGrarn. Including the FBI? 

Mr. Cuetr. Yes, sir. 

Attorney General McGrarnu. Yes; that is right. 
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Mr. Cuetr. We also understand that during the period from 1950 
to 1951 that the Tax Division handled about 425 cases and it is also 
our understanding that those referrals made by the Department of 
Justice back to the Treasury Department during the previous years 
were approximately 25 percent for no prosecution and that under Mr. 
Rothwacks that h: id been reduced during that period to about 13 per- 
cent; is that about right? 

Attorney General McGrarn. Mr. Chairman, I would rather you 
would get the statistics on that from either Mr. Slack or Mr. Roth- 
wacks. I think you are approximately correct. 

Mr. Cue tr. It is also our understanding, of course, General, that 
the Deputy Attorney General receives a salary of approximately 
S17, 500. 

Attorney General McGrarn. That is right. 

Mr. Cuetr. And the Assistant Attorneys General receive about 
$15,000? , 

Attorney General McGratn. That is right. 

Mr. Cuetr. And that the average chief of your sections, your 
various branches, range between $10,000 and about $11,350. Is that 
about right? 

Attorney General McGratu. That is right. Those salaries were 
only recently fixed, within the last year and a half or two. Before 
that they were much lower. 

Mr. Cuetr. General, of course, as I say, we have a fairly good 
understanding of statistics, but what we need desperately is to know 
the so-called modus operandi, the organizational functions of the De- 
partment, and we did not know of anybody we could get who would 
be any more qualified to give this information than the Attorney 
General himself. 

Could you give us just briefly your duties as Attorney General of 
the United _- ites ? 

Attorney General McGrarn. May I reiterate the testimony that 
I gave before the King committee, which I think is probably as con- 
cise a statement as I could make on this general subject. 

1 would like to read it into the record of this committee, and I will 
be glad to expand on it in response to any questions that members of 
the committee may wish to ask. 

Testifying before the King committee, I said that the Attorney Gen- 
eral, acting largely through the Deputy Attorney General, maintains 
a constant, day-by-day contact with each head of a division, with 
each division being headed by an Assistant Attorney Ge neral, 

The Deputy Attorney General’s office is charged with the respon- 
sibility of coordinating the work of the various departments within 
the Department of Justice. It is his duty to keep himself currently 
informed about the major cases in the Department. 

The nature and the theory of the cases upon which the Government 
1S proceeding, or decides to proceed, that is fixed in the Office of the 
Deputy Attorney General in order that there might be one place in 
the Department of Justice where there can be complete coordination of 
our efforts and our purposes. It is done in that office, I may interpose, 
Mr. Chairman, because the general duties of the Attorney General. 
as a member of the President’s Cabinet, would make it undesirable 
for him to attempt to be the coordinating officer of the Department 
responsible for all that happens within the Department, many re- 
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sponsib le decisions, although many, of course, do come to him on ap- 
peal from the Assistant Attorneys General or from the Deputy At- 
Attorney General. 

Mr. Cneir. General, is the bulk of your duties delegated then more 
or less to your Deputy Attorney General? Does he not carry a ter- 
rific work load in the assignments and the rules and regulations / 
Does he not operate and control and manage the Department for 
you? 

Attorney General McGratu. Yes, he does. He could be best 
described as the superintendent of the plant, as distinguished from 
the president of the company. 

The Deputy Attorney General and the Assistant Attorneys General 
take up with the Attorney General only those matters on which ther 
Nia have a difference of Op inion between themselves on which they 
may feel a situation exists about which inquiry ought’ to be made 
to the Attorney General, and about which he ought to be informed 

The Attorney General in the Department, for the most part, 1s the 
administrative officer who has to concern himself with the financial 
affairs of the Department, with the over-all general policies, and his 
work in) the President's Cabinet, the special assignments that are 
given to him by the President from time to time, and to see and dis- 
cuss with citizens, who have business with the Department, their prob 
lems when they feel that they are not receiving satisfactory treat 
ment at other levels below the Office of Attorney General. 

The Attorney General does not attempt and could hot conceivably 


attempt to follow day-by-day cases in the Department. The Attorney 
General probab ly does hot know of the existence of more than a very 
minute percentage of the cases that come to the Department. The ' 
come to the De partment aka » handled and concluded on the various 


levels of Znos a tadadadian th ciaeih idadeih dactdiiinadctaenk omuetiiin tied Aoi 
edge of the Attorney General. 

Now, if it were otherwise, and the Attorney Greneral attempted 
to inject himself into all of the cases, or even into major cases of the 
De ‘partment, if could result in nothing but chaos. 

The duty of coordinating this effort and activity, and of knowing 
1 adeneneeamanslsineriennaatiedianvens, the work that goes 
on in the Department devolves upon the Assistant Attorneys General 
and the Deputy Attorney General. The Deputy Attorney General 
chad na heels Maahaedl gumaiieie-aelimanie in the field in which 
he has been assigned. He may settle cases; he may agree upon com- 
promis es: he m: LV do any an d all things which the Attorney General 
would be au thorized to ‘do and it is left entirely to his discretion as 
to what matters he | rings to the personal attention of the Attorney 
General. 

Mr. Cuevr. He is more or less the Acting Attorney General, espe- 
cially during the time which you, through necessity, have to be aw: Ly 
from Washington. Is that right? 

Attorney General McGrarn. Even when I am in my office, I prob- 
ably spend a good part of my day visiting with citizens, with lawyers, 
with people who have business with the Department and want to hold 
conferences, so that the functioning of the cases, in order not to delay 
them, rests in the Office of the Deputy Attorney General. 

Of course, the Attorney General at any time can inject himself into 
a case if he wishes to do so, but as a general rule that does not happen, 








INVESTIGATION OF THE DEPARTMENT OF JUSTICE ( 


unless one of the assistants makes ai app al to the Attorney General, 
indicating to him that he is not satisfied with the decision that has 
been reached by the Deputy Attorney General, or he has a problem 
that he thinks is unique enough that the Attorney General himselt 
can pass upon it. 

We have tried a number of methods in the Department with respect 
to keeping in complete touch and coordination with one another. 
L recall that when I was Solicitor General my predecessor, Mr. Clark, 
used to hold what they called a sort of “cepartmental meeting” oO! 
“departime ntal luncheon,” at whied the heads of the various divisions 
and bureaus of the Department were brought together. 

[ have not found this a satisfactory method of operation. My pre 
VIOUS ¢ Xperience as an administrative officer as Governor of a State 
indicated to me that this sort of 0} eration will not work because, whilt 
we had a very pleasant hour together exchanging personal views 
with one another, 1 tind that as a general rule, Mr. Chairman, the 
problems of the Ant it rust Div ision clo not « voke a oreat deal of interest 
on the part of the head, let us say, of the Land Division. 


The work of these divisions is so specialized that I find it mucl 
better for each Assistant Attorney General to have such time as he 
personally needs with the Attorney General to discuss his problem, 


rather than try to do it ina sort of round-table operation 

So. when L become \ttorney General to a large extent I abolished 
the practice ae having regular luncheon meetings in which we all 
gatherea round, because mv exper ce in those meetings was that 
we ended up W ithout very much ofa iV progress ever being made, and 
usually the result was that the Assistant Attorney General, after the 
luncheon was over, woul l say to the Attorney General, “Could I stay 
and talk to you about one of n iV p yroblems ¢” 

So I make myself freely available to the Assistant Attorneys Gen 
eral. Without appointment they come in and out of the office just as 
freely as would my own secretary and I find that that is a much better 
way to coordin: ite the work of the Departn ent. 

I resolved not to follow the previous pr ictice and I did so on the 
basis of enieianes I had as Governor of my State, where I sought 
to set up a so called “Cabinet of Directors” of the divisions of State 
government, but I found those meetings were unproductive because the 
problem of one departm«e nt seemed to be of no concern to the other, 
and I soon realized that 1 was getting very little advantage out of 
meetings of that kind. 

The Assistant Attorneys General come to me on every occasion 
where they feel they want to come, and, as I have explained, they come 
very freely without invitation and without even the necessity of eall- 
ing for an appointment. 

Largely they come on administrative and personne] problems. It 
is not often that one of them feels it necessary to discuss with me the 
merits or demerits of a case. We do, of course, get cases that contain 
notoriety; we get cases that are discussed in the newspapers, and the 
assistants then come up and explain to me the nature of the case, 
the theory of the case, the progress of the case, and why they are pro 
ceeding as they are. 

That, in effect, is the way, the over-all end, of the Department funce- 
tions. 
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I might say, Mr. Chairman, to the best of my knowledge, and I can 
speak back to the days of Attorney General Cummings, in which days 
I was in the Department a great deal, I believe that we are functioning 
now the way we functioned then. I have every reason to believe that 
we are functioning the way the Department has always functioned 
since it became a major department in the Federal Government. 

You do not have to go back too many years to the time when the 
operations of the Department of Justice were not of the major im- 
portance that they take on today. The expansion of Federal activities 
in many fields, that were unheard of 20 years ago, the great bulk of 
new legislation, both civil and criminal, have pl: iced great duties on 
the Department of Justice so that today we are a giant compared to 
vhat you would call the Department 25 or 30 years ago. 

Mr. Cuetr. Was Mr. Peyton Ford De »puty Attorney General when 
you were first sworn in as Attor ney General ¢ 

Attorney General McGraru. Yes; he was appointed Deputy Attor- 
ney General by my predecessor. 

Mr. Cuetr. Upon his resignation did you appoint his successor? 

Attorney General McGrarn. I did. 

Mr. Cuetr. Whom did you appoint? 

Attorney General McGraru. Mr. A. Devitt Vanech. 

Mr. Cuetr. From what you said the Deputy is more or less the 
general superintendent who has supervision and control in the man- 
agement of the Department ? 

Attorney General McGrartu. Yes. 

Mr. Cue tr. I take it from this that it is quite naturally a very 
important post, is it not ? 

Attorney General McGrarn. Next to the Attorney General it is 
probably the most important in the Department, certainly adminis- 
trativewise. It is difficult to say what offices are important. The 
Office of the Solicitor General and his field is extremely important 
because the end result of what we accomplish in our law cases depends 
upon the efficiency of his office and his work in the Supreme Court. 

Incidentally, the Solicitor General is not confined to work in the 
Supreme Court. He also is available to the Attorney General to do 
any work that the Attorney General may wish to assign to him, 
and the Attorney General takes great advantage of that from time 
to time. 

Mr. Cure r. General, as I understand, the promotion of Mr. Vanech 
was made from within the Department. It was, as I understand it, 
an interdepartmental promotion, was it not? 

Attorney General McGrarnu. Yes; it was, Mr. Chairman. If you 
permit me to say it at this time, since I became Attorney General I 
have consistently followed the practice of making promotions from 
within the Department. I have not gone outside to select Assistant 
Attorneys General or heads of bureaus. I have a strong feeling 
that the greatest morale builder that we can have within the Depart- 
ment of Justice is the feeling that men can work themselves up to 
the top positions, that they do not reach a certain rung on the ladder 
and then they are stopped in consideration of somebody who may have 
political influence from outside, so I have consistently followed the 
rule of making promotions from w ithin the Department. 

Mr. Cuecr. General, as I understand it, normally in a position of 
this import, magnitude and prominence, the recommendations are 
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made by the Senators of the State and then the Senators in turn 
recommend it to the President and he in turn recommends it to the 
Senate and then the appointment is confirmed by the Senate. Is that 
the regular procedure on the normal appointments? 

Attorney General McGraru. For the appointment of an Assistant 
Attorney General ? 

Mr. Cuetr. Yes, sir. 

Attorney General McGrarn. Yes. Well, I would say “Yes” and 
“No.” 

Mr. Cuetr. You do not have to take the recommendation, but is 
that the normal course of action ? 

Attorney General McGrarn. I have not, to my knowledge, made 
a promotion of a person to the office of Assistant Attorney General 
without discussing it with the Senators from his State. It has not 
always been true that they made the original recommendation, but | 
think it is true that I have not made a promotion of that kind without 
discussing it with the Senators. 

Mr. Cueir. Now, upon the elevation of Mr. Vanech, what was the 
determining factor in your mind as to that appointment? What ex- 
perience, background, and training did Mr. Vanech have to make 
him eligible for this consideration to the appointment as Deputy 
Attorney General ? 

Attorney General McGrarn. Of all the Assistant anenove Gen 
eral at that time, he was the Li in point of service. He had been 
with the Department since some time in 1933 or 1934. He had risen 
in the ranks to Assistant Attorney General. He was in charge of the 
Lands Division. He had made a ne record there. He had a good 
personality and great ability to get along with people. He was quit 
beloved by the peop le within the Sot i nt themselves, and I eo 
cluded, all things considered, that he was the type of man who could 
very effective ly coordinate the work of the other assistants. 

Primarily, I would say that his seniority in the Department war 
ranted his being offered the position. 

Mr. Cuetr. As I understand it, then, he was with the Department 
some 18 years, and was more or less a career man; is that it 

Attorney General McGrarn. He came here in the administration of 
General Cummings and has been anes nenenenind ever since. I do not 
believe that he has done anything else in the law business except work 
for the Department of Justice, and during that service he has oper 
ated in m: ny branches of the De spartment. I do not believe there is 
anyone in the Department who understands its organization and its 
functioning any better than Mr. Vanech. 

Mr. Cuetr. Has he been an attorney during all the 18 years he has 
been with the Department ? 

Attorney General McGrarnu. No; he did not start with the Depart 
ment as an attorney. He became an attorney at some later date. 

Mr. Cuetr. Do you know wh ether or not he er law while and 
during the time he was associated with the De partment and whether 
or not he graduated in law while he was a Federal esgiavent 

Attorney General McGrarn. I am sure he did. 

Mr. Cuetr. Do you know when he was admitted to the bar? 

Attorney General McGratn. I would not have the exact date. I 
would be glad to furnish it for you. 
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Mr. Cuetr. I was told, General, he was admitted to the bar around 
1940. If that is true, and I am not saying that it 1s or it Is not, = 
would make him admitted to the bar approximately 11 years ith 
some 7 years in addition as an employee with the Federal eaemanien nt, 

Do you ky ow whether or not he has practiced any F w. Gene ral ¢ 

Attorney General McGrarn. Outside practice ¢ 

Mr. Cuewr. Yes, sir. 

Attorney General McGratru. | would not know that. He has been 
with the Department all of that time. Whether he has had any out 
side practice along with that is something I could not answer. 

Mr. Cuecr. You do not know whether he has tried any cases, eithet 
civil or criminal, in any courts of justice 4 

Attorney General McGra ru. I could hot specify the cases I am 
quite sure that he has. He has, of course, a very able staff who work 
with him in his section. There, again, his section subdivides itself, as 
does the work of the Attorney General and of the various assistant 
Before a matter comes to him it has probably been pretty thorou ohly 
canvassed by two or three individual lawyers or groups of lawyers. 

Mr. Cue.r. But you do not know whether or not he does any p1 
vate practice along with his other duties, do you 4 

Attor ey Gen ral McGraru. While he has been on this job he has 
not had time to do any. What he did prior to my coming In as 
— General | would not be able to answer. 

Mr. Cureir. Is that an accepted practice within the Department, 
that oom ment attorneys representing the Government in the vari 
ous branches such as the Tax Division, the Criminal Division, and 


other divisions within the De ‘partme nt. prac tice priv: ite ly on the side 4 


Attorney General McGrarnu. It is not a vener: al pri actice. It Is not 
ae 
Mr. Curetr. In other words, General, the thing that I am looking 


at ind I am trying to be fair about it is how can a man represent 
the Government of the United States at his desk out of one drawer 
and represent private clients out of the other drawer of the same desk ? 
That is the thing that confuses me. 

If that is a practice, 1 would like to know more about it, and I 
think the committee would, because I just do not think that that is 
quite cricket, actually and honestly 

Furthermore, I do not his irdly see how a man could serve two masters 
by trying to serve the Government in one instance, and representing 
clients in private practice on the other hand. 

Attorney General McGratn. Lawyers in the Department of Justice 
have never been prohibited from practicing law. There are strict 
rules that they must adhere to in their private practice. We have a 
circular that defines what they can do and what the y cannot do. 

This matter has been conside red by Appropriation Committees of 
the Congress as far back as I can remember, and they have never 
taken any steps with regard to it. 

Our United States attorneys are required to be in their offices 
during the full course of the workday. They are prohibited from 
doing any private law work in their offices or seeing clients in their 
offices. 

They are not prohibited from doing law work after their regular 
hours of the day. They are prohibited from appearing in any crimi- 
nal case, whether in the State or Federal courts, and they are pro- 
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hibited from engaging In any pract ce ot the law that In any W i) oO! 
manner conflicts with their obligations to the Federal Government. 

We have, on numerous occasions, | would say as far back as I can 
remember. called this to the attention of the \p propriat ons Com- 
mittee in an effort to get a salary scale for United States attorneys 
that would make it possib le rome them to not have any outside practice 
No action has been taken on this. 

I am sure, Mr. Chairman, that if you were to prohibit the United 
States attorne ys os having outside practice without making a com 
pensating wage s ale for them, that you would lose overnight a 
majority ot the United States attorneys and those that you would 
lose would be the best United States attom eys that we have. 

Mr. Cnetr. Well, General, I am. of course, cognizant of that 
particular aspect of the situation, and so is the committee. 

For instance, when I served as prosecuting attorney in my home 
townh. l Was allowed to handle private prac tice, but | could hot accept 
any case in which the county or the State were involved, or in whi h 
the particular court to which I was the advisor had any interests cor 
flicting. Also a Pp tion ot niv salary Wis paid On the fee bas s. { 
never did like it: I never did think It Was riaht or fair that the 
prosecuting attorney should have a personal interest in the conviction 
to the extent that he oo get a portion of the fee. I never liked 
that and I do not like it now. 


However, General, I do realize that order to have good men in 
the field on the present pay tle you probably have to go along with 
the United States attorneys 1n t! » field. 


Does that same rule ge erally ‘ ply to those here in Washington 
who are with the De partment here in Wash neton ¢ 

Attorney General McGratru. The same rule : applie s to all attorneys 

ithe Department. I woe say that it is much less prevalent among 
signals here in Washington who have any outside practice. There 
are probably only a few instances where that occurs. They are, how- 
ever, bound by the same strict ol ligation to engage in nothing that 
is in any way in conflict with the interests of the United States. 

Now, Mr. Chairman, I can symphathize with the viewpoint of peo 

le who may think that one working for the type of salary that the 
{: nited States Government pays ought to give his full time. I want 
to say, however, that I think the same pr ine iple you are talking about 
can apply to members of the executive branch just as it applies to 
members of the legislative branch of the Government. Practically 
every Member of Congress, to my knowledge, practices law. 

Mr. Cuetr. I realize if a man does his work and does it fairly and 
honestly and has the case load that you have indicated, he certainly 
does not have any time to practice private law on the side. As far 
as I am individually concerned, the last case from which I received a 
fee was in 1945 that was a culmination of a case I heard prior to my 
arrival in Washington. My lawbooks back home in Kentucky today 
are gathering dust because of the 24 hours a day, 12 months a year 
job that this has become. 

Attorney General McGratn. We very seldom get any complaint 
about a member of the executive branch or legisl: itive branch coming 
into conflict-of-interest statutes, or de _priving the Government of the 
time which the Government pays him for. Abuses do not exist in 
this field to any substantial degree. 


22983—52—pt. 1—_—2 
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Mr. Curtr. General, you made a statement before the King com- 
mittee back in December and I quote that statement: 

I can staff the Department of Justice with lawyers on the present pay scale, 
but I can’t staff the Department of Justice with lawyers that are competent 
to do the work of this Government on the present pay scale. It is just an 
impossibility. 

And when this situation came up under my predecessor, Mr. Clark, and there 

wus some consideration of barring any outside practice on the part of lawyers 
in the Department of Justice, the United States Attorneys Association de- 
scended almost in a body on Mr. Clark and made it very plain to him that prac- 
tically all of them, at least all of the good ones, would have to resign if a rule 
was put in that prevented them from having some outside practice. 
Now, General, can that be construed to have a me aning that the present 
employees of the Federal Government are incompetent’ You have 
stated there that you could not employ competent people on the present 
pay s ‘ale. 

Attorney General McGrartu. I do not think that is a proper mean- 
ing to put on that language at all. When this question came up under 
my predecessor, as it hi ad come up on previous occasions, an official 
committee of the United States Attorne sys ¢ onference waited on the 
Attorney General and vigorously protested and said that they would 
have to quit their jobs if they were not permitted to engage in outside 
practice which was not inconsistent with their public duties. 

The result was that this matter was reported to the Appropriations 
Committee, but no action was taken on it. 

I will reiterate here what I said before that committee, that I.do not 
believe that I can hire competent men to assume the responsibilities ot 
some of our major offices, or most of our major offices around the 
l/nited States, on the prese nt pay scale, 

Mr. Cuetr. General, if that is true, what was the situation prior 
to the raise? Since I have been a member of Congress we have voted 
to increase the pay of the President, of the Vice President, of each 
and every Cabinet member; we have voted to increase the pay scale 
of all the top-notch men with this Government; that is, the Deputy 
Attorney General, the Assistant Attorneys General, and the various 
and sundry other chiefs and heads of the bureaus and departments of 
government. 

I had thought that the Congress had met that foursquare here 
some time ago. Certainly for the last 3 or 4 years we have voted 
any number of pay increases to the postal employees and to the various 
other Federal employees. Of course, we are getting into another 
department of government, but I think that today the Post Office 
Department is in the red almost half a billion dollars in view of the 
raise given just last year to the postal employees. 

I think frankly that the Congress has met your request and the 
requests of the other members of the ( ‘abinet from time to time. I do 
not think there has been any quibbling about it because they realize 
that the value of the dollar has shrunk and that the *y were entitled to 
more compensat ion. 

As I say, I am speaking from my own experience in the short time 
that I have been here, that we have in many instances voted for pay 
increases. If what you say now, or said in December of last year, is 
true, then what was it before then ? , 

It seems to me that the Congress, in other words, has been trying to 
meet the objections that you have presented here today. 
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Attorney General McGrarn. I can only say, Mr. Chairman and 
members of the committee, that be fore the last increase the situation 
was much worse than it is now, but it has not been corrected. As a 
matter of fact, the increase that the United States attorneys have re 
ceived is rather minor. We pay our United States attorney in the 
eastern district of New York, which handles a terrific amount of ex- 
tremely important business—millions upon millions of ¢ dollars’ worth 
of civil claims for the Government; hundreds of extremely important 
cases in the criminal field and in the field of national security—we 
pay a man to run that very extensive office, I think, $10,500 a year. 

i want to be correct on my figures. It is either $10,300 or $11,000, 
and that is a raise, Mr. Chairman, from probably what it was 5 or 6 
years ago, of around $8,500 to $9,000, so you see what has been given 
to the United States attorneys is a very, very trivial amount. 

The same situation applies here in the District of Columbia. You 
men know the burden that is on the District Attorney here in the 
District of Columbia. His salary is something around $10,000 for 
the terrific load and terrific responsibility which he carries. The same 
is true in Chicago, San Francisco, Los Angeles, and other major 
cities. 

Mr. Cuetr. General, of course it is not always the money we should 
look at because I know that you will agree from a practical stand- 
point that there is quite an honor and quite a privilege to serving in this 
appointment because it gives a man, a younger attorney especially, a 
certain amount of prestige in his community; and after he leaves a 
given office, if he has served it well and has done a good job and has had 
a high percentage of convictions as a result of his work in his tenure of 
office, that he profits in the long run because he has established a repu- 
tation, so to speak, for having been a good, hard-hitting district 
attorney. 

Attorney General McGrarn. You are right, Mr. Chairman, when 
you are speaking about young fellows coming out of law school who 
want to get a reputation, but when we have developed the United 
States attorney over a period of years so he is competent in every 
field of Federal practice, and I need not tell this committee that 
Federal practice is a complicated field, particularly when you have 
to train a man in all branches of it, the honor has passed. What he 
is thinking of then is putting his children through school. He would 
like to stay with the Federal Government and we would like to keep 
him. We have trained him. We have spent a a lot of time and 
effort and money on him. Yet we have to lose him because the eco- 
nomic necessity drives him away from us. 

Mr. Cuetr. By the same token, General, does he not have some 
prestige by virtue of his occupancy of the office and have some private 
practice as you indicated a while ago? 

Attorney General MoGrarn. It does not pay his grocery bills, and 
does not put his children through school. 

Mr. Cue r. If he has the private practice on the side, General, that 
you have indicated here that they were permitted to carry on, since 
Mr. Clark did not see fit to go along with his initial edict that they 
could not have private - actice, are they not getting along all right? 

Attorney General McGrarn. They are getting along all right be- 
cause they are permitted to have private practice. 

Mr. Cuetr. You mean at the present time? 
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Attorney General McGraru. At the present time: yes, Sir. 

Mr. Cnuetr. General, is there any yardstick or rule or regulation 
that you have within the Department, upon the official conduct of the 
members, as to how they conduct themselves, or as to how they report 
to their superiors ¢ 

Just what do you have, if anything, along that line? 

Attorney General McGrarn. Again, may I quote from my testi- 


miOny before Tine King committee, Congressman King asked hie, 
“What rules are there with respect to outside activities, business or 
itherwise ¢” Is that what you are directing yours to 


Mr. Cuetr. What yardstick or check, do you have with the em- 
ployees within your division, or within your Department, from the 
standpoint of operations, of the functions, of their reports; whether 
or not they are doing their job properly: whether or not they repor 
on time, and whether there is not too much sick leave taken, and that 
sort of thing? 

Attorney General McGraru. We have a very strict accounting 
system for that, and the head of every oflice is charged with strict 
adherence to it, audited by the Bureau of Accounting. 

If an employee of the Department, whether he be a lawyer or 
someone else, is out a half day, he must put ina leave ship. He must 
indicate whether his absence dur ino that time was due to sickness or 
whether-it was due to the fact that he was taking annual leave. That 
rule is quite strictly adhered to, and we are audited on it. 

Mr. Curie. Who audits you on that / 

Attorney General McGraru. ‘The Bureau of Accounts. 

Mr. Cuetr. Do you have any check within your De partment, that 
is to say, do you have any agency at all that makes a check, say once a 
year or twice a year, whatever the « ease may be, on the ope rations of the 
Department and its members ? 

Attorney General McGratu. I get a check about once amonth. The 
head of each division writes me a memorandum once a month with 
respect to the cases that they have handled in courts, the success of 
the cases or whether progress has been made on them, or whatever there 
Is to report, 

Mr. Cuetr. That is just cases, but what about their official conduct ? 

Attorney General McGraru. Any misconduct would be reported 
immediately to the Deputy Attorney General. 

Mr. Cue.r. If I remember correctly, | think you stated before the 
King committee, that you had a Civil Service Commission within the 
Department that made the check about once every 2 years, is that 
about right ¢ 

Attorney General McGrarn. I do not think I testified to that, Mr. 
Chairman. 

Mr. Curevr. My memory may fail me on that. 

Mr. Rogers. It is page 3280.° 

Mr. Cuetr. Do you have it there, Mr. Rogers ? 

Mr. Rogers. Yes. 

Attorney General McGraru. What that refers to, Mr. Chairman, is 
the Board of Examiners, the judicial officers, that is set up under the 


1 This appears on p. 1661 of the printed record. 
2 This appears at p. 1665 of the printed record. 
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Administrative Assistant Attorney General that coes al out the ¢ ountry 
examining offices and making eXaminations within the Department, 
itself. That Board checks the leave slips and the absence slips of the 
employees. It also checks the dockets of the court to determine what 
progress there has been in particular cases, and it makes up the report 
us to whether cases are lagging, or going forward. It is a roving 
board that is ecustantly traveling about the country. 

Mr. Cuenr. As an illustration of what I mean, I think I can best 
give vou what I have learned through a reliable source of investigation, 
a check that is made in the Federal Bureau of Investigation, itself. 

I have been reliably informed that as often as twice a year, and 
possibl, every quarter, that one of the best and most trusted men 
from t] e Wa hineton office is sent out mito every BI regional otlice 
throughout the country, in order to make a careful examination and 
investigation of their own particular staff in that section of the country 
apd that the chief of a eviven division office is questioned thoroughly 
about his entire staff; he is asked how the individual agents conduct 
themselves, both on official duty and otherwise. He is asked about 
their attitude, their efliciency, their promptness in reporting to duty, 
and their reports, whether or not they are made out properly and fully 
as ascertained from him, that is the chief of the division, if the men 
are neat, if they are courteous, and if there are unnecessary lay-offs, 
extended sick-lenves, and that sort of thing. He is asked specifically 
whether there is any case, cause, or reason that he may be dissatisfied 
with their work. 

I am also told that if the chief of any field division does not 
promptly, fairly, and honestly report anv and all dereliction of duty 
of his staff at the time that the investigation is made and it is late 
discovered bv the Director here in Washington, that. that particular 
chief is called on the carpet in the Director’s office here in Washington. 

In other words, General, a careful, painstaking, fair investigation 
is made periodically of the finest Bureau of all the Government and 
all of its employees, and as a result, although the work is hard and 
tedious, the hours are long with no overtime allowances and their 
responsibility great, nevertheless the morale is superb because it 
seems to be a code of ethics of the FBI that every assionment com- 
missioner has a sacred obligation to each and all of its employees. 

Therefore, as I say, it is no wonder that this organization really 
and truly commands the respect of the respectable people of the 
country. 

As I see it, the honor and integrity of the FBI is a household word 
throughout the Nation and in my opinion this has been brought 
about through the careful methodical check that is constantly made 
from within by its members, of its members. 

The reason I cited that is to determine whether or not the Depart- 
ment of Justice, as a whole, has any such standards on require- 
ments. 

In other words, here you have in my cpinion, a bureau of your 
organization about which there is no suspicion. It has the respect 
of respectable people. There has never been any questions about its 
operations. It would seem to me that there is a reason for that. and 
the reason is a careful, methodical, periodical check within that organ- 
ization, by its own members, of its own members, and it seems to me. 
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General, this would be a very fine thing to employ within the entire 
department. 

Have you ever given that any consideration ? 

Attorney Gener: al McGratn. Let me say, Mr. Chairman, that no 
man yields in his respect to the Bureau of Investigation, or to Mr 
Hoover, more than I do. I admire them and respect them tremen- 
dously. 

I want to make it perfeccly clear that the Bureau of Investigation 
does not operate in a vacuum. The success that the Bureau has, a 
good deal of credit is due to the fact that when they have made effi- 
cient investigations, the rest of the Department turns to, and comes 
upon with successful prosecutions. If we were not getting successful 
prosecutions, the reputation of the Bureau would soon deteriorate. 

Now, of course, the Bureau probably has much more efficient meth- 
ods than any other branch of the Government, the Civil Service 
Commission, the Treasury, or anybody else. Mr. Hoover has trained 
them that way. He has built a wonderful organization. I think they 
do have more discipline, probably, than any other branch of the 
Government. 

However, we do have this team of ours that goes around and makes 
these investigations and makes reports, and further, every FBI office 
in the country is under admonition to report in to the Bureau, itself, 
any item of wrongdoing that it may sense in the office of the United 
States attorney, and you may be very sure that if the FBI cases have 
not gone forward in any particular district we will soon hear from 
the FBI regional office in that district, so in a sense they help us to 
police our offices, and we have a double check in that respect. 

I am not here to say, Mr. Chairman, that given the men and the 
training and the facilities that the FBI has, that we could not do a 
better job of policing field offices, but I am here to say, and want to 
say, that I think the Department of Justice does as good a job in 
this respect as does any other agency of this Government, and most of 
them do have field offices, some of them more sensitive than our own. 

Mr. Cuetr. The point I am making, is this: There is only a check 
about once every 2 years. Do you not think it is as necessary to check 
something that came to the FBI as they do in their own bailiwick 
now? For instance, do you not think it is more important now since 
the Caudle affair? 

Attorney General McGrarnu. I would be in favor of turning this 
function over tothe FRI. I think it might be a good idea. It might 
be something constructive that we can do, to let the FBI check our 
offices. I have had them make checks within the Department itself 
I have not sent them out to check field offices as such. However, any 
complaint that comes to me with respect to the conduct of an employee 
of the Department of Justice in the office, it does not stay on my desk 
12 hours before it is over to the FBI. 

Now, it would be perfectly all right with me, Mr. Chairman, if the 
Congress wanted to provide or suggest, or maybe we could do it ad- 
ministratively, that these investigations be made by the Bureau. 

Mr. Cuecr. I think that could be handled from an administrative 
point. 

Mr. Rogers. Directing your attention to page 8280—this appears at 
page 1665 of the printed record—of the testimony before the King 
committee, you there testified that they examined the offices of the 
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United States attorneys and the offices within the Department. You 
have prey iously told the committee that the Vv do go out and check the 
United States attorneys’ office. Does that same Commission check 
the Department here in Washington ¢ 

Attorney General McGraru. No. Their time is practically all oc- 
cupied in field investigation. 

Mr. Rocers. Then I take it from your testimony that at no time 
under the operation does this Commission or anyone else check the 
activities of the individuals who are under you? 

Attorney General McGratnu. Well, not as a regular practice. Four 
or five years ago one of my predecessors, I believe it was Mr. Clark, 
ordered an FBI investigation of the local Department and that was 
made. I believe reports of that have been furnished to this committee 
and many of the suggestions were put into effect. 

The Hoover Commission sent a task force to our Department and 
they went over our operations very thoroughly and approved the 
methods that we were following. My recollection is that the Hoover 
Commission made no recommendations with respect to the Depart- 
ment of Justice. 

Mr. Rocers. Do I understand, then, General, since you have been 
Attorney General, you have not at any time received any reports from 
this Civil Service Commission as it may pertain to the Department 
here in Washington? Is that true or false? 

Attorney General McGraru. I do not recall any, Congre ae Mm. 

Mr. Rogers. You do not recall any report that may have been made 
by them? If so, it never came to your desk ? 

Attorney General McGrarn. With respect to the Department in 
Washington ? 

Mr. Rogers. Yes. 

Attorney General McGratn. I do not offhand reeall any 

Mr. Cuetr. Mr. Rogers, may I interject something here, sh ise. 

General, I have one or two other questions I would like to ask you 
and then in all fairness I would like to anne to members of the mi- 
nority and I will recognize you again. Mr. Rogers, if you do not mind, 
please. 

You have indicated, General, that you think it might be a good thing 
to have a good bureau check. Let me ask you this: Do you think any 
members of your organization would resent being checked in the 
Department by some person or persons appointed by you or delegated 
that authority by you? 

Attorney General McGrarn. I do not think so, Mr. Chairman. I 
think you are right, the only question I would ave is whether it is 
fair to put this additional burden onto the FBI at a time when we are 
trying to take burdens off their shoulders. The »y have much more 
than they can handle. Other than that, I do not believe there would 
be any resentment on the part of anybody in our Department. Cer- 
tainly nobody in a responsible position, if that function were delegated 
to Mr. Hoover and the FBI. 

Mr. Cuetr. I am glad to hear you say that because frankly I agree 
with you 100 percent. If any man is clean and honest he does not fear 
any examination. 

Attorney General McGraru. As I said, Mr. Chairman, every com- 
plaint that I have ever received regarding the personnel of the De- 
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partment, I have submitted them to Mr. Hoover forthwith. I have 
not held it at all. 

Mr. Cuetr. General, as you know, back in 1945, the FBI did make 
a check upon the request of the pe ‘v General, Mr. Tom Clark, and 
in reading over some of the excerpts here I find they applied certain 
recommendations and IT was just wondering if anything will ever be 
done insofar as those recommendations are concerned. 

For instance, they found that in one de ‘partment, in the _ Divi- 
sion, especially, that. checks were made six times over again by the 
attorneys within that department, that they went over the thing and 
back again and back again for six different times and they took ie 
attitude that that could be reduced to a minimum. In other words, 1 
was pointed out in one instance where they had some 74 ieceuee, 
they stated in their report that some 50 could do the work of the 74 
at that particular time. Has anything been done along that line to 
reduce duplication and overlapping duties ? 

Attorney General McGrarn. I am sure what was deemed to be 
feasible and practical, was done. It is not always that when a report 
of this kind is made by Bureau agents, that even they fully comprehend 
the problem. ‘They make a survey and they come up with some idea 
that. sounds all right and appears to meet the problem at the moment. 
That is not tosay that itisa right ide: a. 

Let me illustrate: In that report, the FBI recommended two things 
with regard to the Office of Solicitor General which I held at that 
time. No. 1 was the Office of a Deputy or an Assistant Solicitor Gen 
eral should be placed under the Solicitor General. No. 2 was that all 
of the appellate sections of the Departinent in all fields should be made 
part of the Office of the Solicitor General. 

Now at first glance it would appear that certainly the Assistant 
Solicitor Genera] ought to be under the Solicitor General. The fact 
of the matter is that the Office of the Assistant Solicitor General, 
which no longer exists, has no relationship whatsoever to the work 
of the Solicitor General. It was a name which was somehow or other 
picked out suddenly and applied to this office when the office was 
created, 

The Office of Assistant Solicitor General was set up some 12 years 
ago for the sole purpose of working on Executive orders of the 
President and opinions of the Attorney General to be submitted to 
Congress, or committees of Congress, or to various agencies of the 


Government. ‘Che volume of work in that field had so increased with 
all of the new legislation affecting our economic living that it became 
necessary for the Attorney General to have one office, with a small, 


adequi ite staff to werk on these Ixecutive orders, rules, regulations, and 
opinions. ‘They set this office up and for the want of another name 
they gave it the name of Assistant Solicitor General. Not in the 
widest flight of our imagination does it have any relationship to the 
work of the Solicitor General. It was purely an assistant to the At 
torney General. 

Now the report that you have before you indicated that that office, 
merely because it had the name, Assistant Solicitor General, ought to 
be put under the Solicitor General. I re jected that for the very 
reasons that I have told you. There is no relationship. I have since 
changed the name of that office so that it is now known as Assistant 
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Att ney General in charge of Executive Affairs. That is the office of 
Mr. Duggan who : accompanies me here today. 

Mr. C HELF. | agree with you that in every instance they could not 
be right, of course. 

Attorne "vy General McGrarn. I point these illustrations out just to 
show you that mere ‘ly because the Bureau has made a recommendation, 
it might not necessarily follow that it is the right thing to do. 

Mr. Cuetr. Let meask youthis. This isa report from the findings 


In an interview with an attorney in the Claims Division concerning the prob 
lem of handling collections in the Department of Justice, attention was directed 
to a circular of a former Attorney General, No, 3655, dated February 27, 1942 
containing instructions relative to the disposition or transmission of official funds 
the provisions ol which were not being abided by in the Claims Division 

The attorney at this time advised that the circular in question was issued by 
the Attorney General's Office without any consultation with the Claims Division 
which was concerned with the instructions and in view of this fact the Claims 
-Division did not feel disposed to adhere to the regulations issued by the At 


torney General. 

Now, of course, you see they do find some things. Now here you 
had a fellow who was actually disregarding the orders of the At 
torney General. 

Attorney General McGrarn. Do not misunderstand me, Mr. Chai 
man. I think probably the great majority of the suggestions that 
have been made there by the Bureau of Investigation are good ones 
and I think we would prob ably find, if we combed through it, that a 


majority of the recommendations were put into effect. That is not to 
say that all of them were practical, or that all of them ought to be put 
into effect. The one you cite, ot course, ] would say failure to abide 


by aclirection of the Attorney General would be an act of insubordina 
tion and I think the Attorney General, whoever he was, ought to have 
taken steps to have dealt with that situation. 

Mr. CHELF. Crener: il, let me ask you this: Do you fee] since you 
have found some irregularities that have been discovered b Vv pre\ ious 
committees, that it would be wise now to havea thorough and ( omplete 
check of the entire Department of Justice / 

Attorney General McGratru. Of the employees ? 

Mr. Cnuetr. Of those in authority, I will say. The chiefs of 
divisions. Assistant Attorneys General. 

Attorney General McGrarn. Mr. Chairman, I have no objection to 
that. I have had nothing presented to me that would warrant me 
bringing into question their honesty or integrity. 

Mr. Cuetr. You did not question the honesty or integrity of Mr. 
Caudle, I assume ? , 

Attorney General McGrarn. Nothing had been brought to my at 
tention, Mr. Chairman. 

Mr. Cnerr. But later, after it was, Mr. Attorney General, do you 
not now think that people in whom you had the utmost confidence and 
faith and trust, that sometimes m: aybe they did get out of pocket or go 
off on a tangent? Do you not think that since that has been brought 
to your attention, that this ought to be done now, more than ever before, 
in an honest, conscientious attempt to straighten up the thing and 
clean it up, where it may be necessary ? 

Now please do not misunderstand me, I do not assume that every- 
thing is wrong down there, but I do say for the good of the others, 
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for the good of the Department, to help restore the faith and confi- 
dence of the American people in this great Department of Justice 
which is the bulwark and foundation of our entire judicial system, 
do you not think in the light of this that there ought to be some pretty 
thorough, painstaking, methodical examination made of those there ? 

Attorney General McGraru. Aside from the Caudle incident, Mr. 
Chairman, nobody has accused anybody in the Department of Justice 
of any wrongdoing. I know there has been lots of publicity and all 
that sort of thing, and we do carefully watch it. I probably have an 
innate sense of reluctance to put a local group of honorable and hon- 
est men under suspicion when I have no good cause to do it. 

Mr. Cretr. Do you think you would put them under suspicion if 
a mere check was being made to ascertain whether or not they were 
doing their job proper ly and thoroughly and honestly / 

Attorney General McGraru. I am satisfied that they are doing it 
properly. 

Mr. Cuetr. Then you do not feel that any investigation is neces- 
sary at this time, in view of the Caudle episode 4 

Attorney General McGratu. No more than I feel that an investi- 
gation is needed in any other department. I am perfectly willing 
to have this committee examine any member of the Department of 
Justice or the staff that it wishes to examine, but as I sit here before 
you gentlemen, today, I have no feeling that the members of my staff 
are not doing their duty, wholly and completely. 

Mr. Cuerr. You have a right to assume that, I assure you. 

Attorney General McGrariu. We watch our operations just as 
closely as we possibly can, but I do not know what you mean when 
you say “have an investigation of everybody in the Department.” 

Mr. Cuetr. I mean a check into the activities, the functions. Had 
a check been made, General, in my opinion, a little earlier, I think 
you would have caught m: oa anything that Mr. Caudle might have 
been doing at the time. I think cert: ainly it i have come to light 
and that relieves you of a lot of embarrassment in the Department. 

Attorney General McGraru. That may be, Mr. Chairman, but that 
is not the way that Cabinet offices have functioned heretofore, not 
only in the Department of Justice but in any other department. 

Mr. Curie. But when you find something wrong, General, should 
you not do something in an honest, conscientious attempt to try to 
straighten it up and clean it up? 

Attorney General McGratu. We have done everything that I be- 
lieve is called for. 

Mr. Cuetr. In other words, then, you do not feel that in view of 
the Caudle circumstance there is any necessity at all for any check of 
the organization ? 

Attorney General McGrarn. I do not believe that because Mr. 
Caudle was indiscreet, unwise, or whatever terms you may wish to 
apply to him, that that necessarily should reflect discredit upon every- 
body else in oe Department of Justice. 

Mr. Cuetr. I agree with you and I am sure the committee agrees 
with you that i you find one bad apple, it does not mean the entire 
barrel is not good, but if you find one, should you not try to make a 
search for any others which might be there so the whole barrel would 
not become contaminated 
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Attorney General McGrarn. I can say since that incident every- 
body in the Department has been pretty much on their toes. I think 
we have reason to feel that all the other Assistant Attorneys General 
are honorable men. I just do not understand what kind of an investi- 
gation you would have me make. 

Mr. Cuexr. I would have you make an investigation something 
similar to that which the FBI does in its own organization, by its 
own members, of its own members, as I pointed out a while ago. 

For instance, when they come from the headquarters here they go 
down into a regional office and they check thoroughly, painstakingly, 
methodically, and carefully. They know what those men are doing, 
how they are operating, and how they are doing their job, whether 
they are neat, whether they are on the ball or not, whether they are 
making out their reports properly, and whether they are making a 
full and complete report of the cases that have been assigned to them. 
The reports are looked over carefully and studied to see if they have 
omitted anything. Just a careful check, period. That is what I 
would say. 

Attorney General McGrarn. Well, Mr. Chairman, I would be glad 
to have any kind of a check made that this committee feels is neces- 

sary. I personally think that the affairs of the Department are in 
good shape. 

Mr. Cuetr. Thank you, General. I will not impose upon you 
or take any more time, though I have other questions. I shall defer 
to Mr. Keating, the minority representative. 

Mr. Keatine. Mr. Attorney General, before proceeding along a 
little different line of inquiry, I would like to follow up on a couple 
of questions that the chairman put to you. You have stated that the 
keymen in the Justice Department are under certain restrictions as 
to their outside activities. Are those in the form of written instruc- 
tions? 

Attorney General McGrarn. Yes, sir. There is a departmental 
circular on the subject. 

Mr. Keating. Is that the same circular which applies to United 
States attorneys in the field, as applies to those in Washington ¢ 

Attorney General McGratu. That is right. 

Mr. Kratinc. When was that issued ? 

Attorney General McGrarn. There have been several revisions of 
it. I could not tell you the last revision. I believe the last revision 
was at the time this incident arose under Mr. Clark’s administration 
that has been referred to when the committee of United States at- 
torneys came here at that time. I believe he issued a circular reiterat- 
ing or strengthening, however you may want to look at it, the instrue- 
tions that had previously been issued. 

Mr. Kratine. There has not been a revision since you took office? 

Attorney General McGraru. No. 

Mr. Keatina. In the restrictions upon the activities in which these 
other keymen in the Department are permitted to engage, are they 
prohibited from representing in a legal or other capacity, those who 
had at the time claims against the Government or who have claims 
made against them by the Government ? 

Attorney General McGrari. That is right 
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Mr. Kearine. In other words, they cannot represent any person 
who is pursuing a claim against the Government ? 

Attorney General McGrarn. No; they cannot; not only by reason 
of the circular but by reason of the statutes. 

Mr. Keatine. That is reiterated in the circular? 

\ttorney General McGraru. Lam sure it is by reference, if not in 
direct language here. We will give you a copy of the cirenlars, 
Congressman Keating. 

Mr. Keating. They also cannot represent an individual or a cor 
poration which is then pursuing a claim against the Government, 
even Ina matter apart from that claim, am I correct ? 

Attorney General McGraru. Yes; they can do that. Yes: they 
could do that, prov iding { hey themselves are not engaged in the affairs, 
that are of concern to the Government, of that particular corporation. 

Mr. Kearine. That is, they can represent an individual who has 
claims against the Government, or against whom the Government is 
making claims, provided the work which they do for that individual 
does not have relation to that claim. 

Attorney General McGrati. Yes. For instance, if a corporation 
had a claim for a tax refund against the Government pending in 
the Department and it wanted to hire a lawyer out in Chicago, HL, 
to look up a title for some real estate for it, there would not be any 
conflict of interests there. 

Mr. Kearine. Or if they wanted to hire a lawyer in the Tax Divi 
sion of the Justice Department to represent them in other matters, 
would there be a restriction on that ? 

Attorney General McGrati. It would depend upon what the rep 
resentation was. 

Mr. Keatine. Let us assume the exact case you have given, of taking 
care of their real-estate interests. Suppose there is a company or 
an individual against whom the Tax Division has claims, and that 
individual has real-estate transactions which have nothing to do with 
that claim. Would the attorney in the Tax Division be permitted to 
represent that individual in those real-estate transactions / 

Attorney General McGrariu. Not addressing myself to the letter 
of the law or the circular which might conceivably permit that. I 
am sure that it would not be done and has not been done. 

Mr. Kratine. Well, it was done in the case of Mr. Caudle, was if 
not ¢ 

Attorney General McGratn. In what instance? 

Mr. Kearine. In the case of the man from whom Mr. Caudle re- 
ceived $5,000 commission for selling an airplane? Were there not tax 
claims made at that time against that individual ? 

Attorney General McGrarn. No; the parties to that transaction 
were—the man from whom he got the commission had no business 
with the Government whatsoever. 

Mr. Keating. Had no business with the Government ? 

Attorney General McGrarn. None. Mr. Stonewall, of the airport 
over here, he had no connection or business with the Government at 
all. It is easy to get that confused, because of the number of parties 
who eventually became involved in it, but the thing that threw me 
off in that situation was that I concerned myself with the parties 
involved, the buyer and the seller, without any realization or concern 
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as to whether other parties were involved, and neither one of them 
had any business with the Government. 

Mr. Kearine. Do you mean that the seller of the plane who paid 
the $5,000 commission to Mr. Caudle did not have any transactions 
pending with the Government at that time / 

Attorney General McGraru. No, sir; none at all. 

Mr. Kearrne. And is that true of the buyer of the plane, also? 

Attorney General McGrarnu. That is true. Mr. Duggan informs 
me that the actual statement is that the seller of the airplane, who paid 
the commission and who was Caudle’s friend, had no business with 
the Government whatsoever. The man who bought the airplane was 
un investigator concerned with people who did have some business 
with the Government. 

Mr. Keatinc. What was the name of that investigator ? 

Attorney General McGrarn. It was—— 

Mr. Duaean. I think it was Harry Knoll or Cole. 

Mr. Kearina. He was the representative for whom ? 

Attorney General McGrarn. He was not representative for any- 
body. Apparently he was freelancing around, trying to help tax- 
payers who were in trouble. It was never quite clear whether he had 
actually been engaged to represent anybody, or actually did repre- 
sent anybody, aside from trying to inject himself into a tax case. 

Iam not clear on that. What I am clear on is that my inquiry of 
Mr. Caudle dealt with the buyer and the seller, as to whether or not 
they had any trouble with the Government, and the answer was no, 
that they did not, and he told me a long story about Stonewall, as to 
what a fine man he was, and he was the man who was selling the air- 
plane, he was the one who asked Lamar if he knew anybody who 
wanted to buy the airplane, and the emphasis as far as I was concerned 
was laid on Stonewall. 

Mr. Keatrine. You went into that thoroughly with Mr. Caudle at 
the time he asked your permission to take this commission ? 

Attorney General McGraru. No; he really did not, Mr. Congress- 
man; he came to my house one night and in a casual conversation he 
dropped in—he did not do that very often. Once in a while he might 
drop by. But this mght he came in and talked about things in gen- 
eral and then he told me that he had sold this airplane and that the 
fellow he sold it for had been a close friend of his and wanted to pay 
him thiscommission. The first thing that occurred to me was, “What 
kind of an airplane, is it a Government airplane?” I think I asked 
him was it surplus property and did the parties to the transaction have 
any business with the Government, and he told me “No,” and I said, 
“Well, I guess it is all right, Lamar.” 

[ just did not vive it the consideration that I might have, had there 
been more of a signal thrown up. Let us say that. It was one of the 
things that happened in my home in the course of a_ friendly 
conversation. If he had probably come up to my office and wanted to 
talk to me officially about it, I might have been more on my guard, but 
that is all there was to that transaction. 

Mr. Keratinea. Do representatives of the Tax and other divisions— 
key personnel in the Department—often engage in transactions of 
that character, apart from the practice of law? 
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Attorney General McGrarn. I do not think so, Mr. Congressman. 
At least, he is the only one who ever asked me about it. It is the only 
one I know anything about. I would say it is not widely engaged in, 
and probab ly not engaged | in at all. 

Mr. Keating. So far as you know, do key personnel in the Depart- 
ment engage in business or other transactions apart from the practice 
of law ? 

Attorney General McGraru. Oh, yes. Iam sure people have busi- 
ness interests. I have them myself. 

Mr. Keatrinc. Apart from your own, there are the other key per- 
sonnel in the Department who may engage actively in business trans- 
actions apart from law practice ¢ 

Attorney General McGraru. I cannot answer that question. Ihave 
never pried into the personal affairs of other men in the Department. 
I do not know. Maybe other men have interests in business. I do not 
think that those interests, any more than I think any interest of my 
own, is in any way in conflict or detrimental to my service to the 
United States, nor does it require any time that is obligated to the 
United States. 

Mr. Keatine. Have you ever conducted any kind of survey regard- 
ing the outside activities, legal and otherwise, of the key personnel in 
the Department ? 

Attorney General McGratru. No, sir. Iam sure, Mr. Keating, that 
many officers in the Government have outside business interests. 

Mr. Kratinc. You do have an examination made of the United 
States attorneys’ offices at certaiu periods, do you not ? 

Attorney General McGrarnu. Yes. We have this examining group 
that traveled the country which makes these examinations. 

Mr. Keartyne. And that has been the practice at least during the 
time since you were in the Department as Solicitor General ? 

Attorney General McGraru. I remember when I was in the Depart- 
meat as Attorney General. 

Mr. Kearine. Do you mean United States attorney ? 

Attorney General McGraru. Yes; United States attorney. These 
groups used to come in. They were something like bank examiners 
and they would take your files right over. When they came in, you 
in effect moved out. They take possession of the files, they take pos- 
session of your safe, they take possession of the leave slips, they would 
talk to the stenographers who were charged with keeping the leave 
slips and I do not remember with what regularity they came but it 
seems to me that they would show up better than once a year, at that 
time. 

Mr. Keartne. In such examinations is it their practice to inter- 
rogate the United States attorney regarding outside activities ? 

Attorney General McGraru. No; “back in those days there was 
never any question raised. United States attorneys back in those days 
went into their offices in the morning and performed whatever work 
there was to perform and then left and went to their own offices. They 
were available on call by their secretaries. This question of outside 
practice is something that has only been raised within the last half 
dozen years or so. 

I recall distinetly when I was United States attorney, this was not 
anything anybody ever gave a thought about. You went to vour office 
in the morning. If you had to be in court or try a case or if you had 
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business to do, you did it. You went back to your law office. If some 
thing ¢ ame up ! your secret: ry would e all you and you woule | come over. 
Nobody ever questioned it. 

Mr. Keating. As I understood your answer to the chairman, under 
the present rules, the United States attorneys are required to devote 
their full day. 

Attorney General McGratu. They must put in a 40-hour week in 
their office. 

Mr. Kratrtnc. That is devoted to the United States attorney’s office ? 

Attorney General McGrarn. That is right. 

Mr. Krarinc. When was that put into effect ¢ 

Attorney General McGratnu. That was put into effect in the ‘ast 
circular that Mr. Clark put out following this incident with the 
United States Attorneys Committee. 

Mr. Kearrna. In the examination by the man sent from Washing- 
ton, is that particular phase of the United States attorney’s activities 
checked on and is a report given to you in Washington regarding it? 

Attorney General McGraru. Their reports are filed. They are filed 
with Mr. Andretta, who is the administrative assistant. 

Mr. Keating. Are those reports still in existence / 

Attorney General McGratru. Iam sure they are. 

Mr. Kerarine. How far back do they go? 

Attorney General McGrartu. I do not know, Congressman. These 
examiners also, if they find something wrong in an office, call the 
United States attorney in, discuss it with him, and make adjustments, 
but they are supposed to report what they find. 

Mr. Krattne. I assume those reports would go back to the tenure of 
Mr. Caudle as United States attorney in North Carolina, and would 
show an examination in his office. 

Attorney General McGratrn. Oh, yes. At least the practice was 
engaged in at that time. I do not know just when he was United 
States attorney but I am sure it was after my tenure. 

Mr. Keatine. After that, he was brought to Washington and at 
some subsequent time made head of the Criminal Division. 

Attorney General McGrarn. That is right. 

Mr. Keatine. And later changed to the head of the Tax Division. 

Attorney General McGraru. Yes, sir. 

Mr. Kratina. Was the transfer to be head of the Tax Division made 
by your predec essor, or yourself ? 

Attorney General McGratn. By my predecessor. 

Mr. Keatinc. Another point mentioned in your answers to Mr. 
Chelf’s questions, had to do with these ae nce that you had with 
key men in your office. They are, I take it, not held at stipulated 
times ? 

Attorney General McoGrarn. They are held on the spot when the 
problem comes up. 

Mr. Keatinea. In other words, whenever a division head has a prob- 
lem which he wants to come to you about, he is free to do so. 

Attorney General McGraru. He is absolutely free to do so at any 
time. ' : 

There are some matters that are not urgent and an assistant would 
call you or probably « “all my secretary and say, “Let me know when 
the Attorney General is free. I have a matter about which there 
isno hurry.” But many of them are on-the-spot decisions that have 
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to be made. There will be a call from the field that something is 
happening in a particular law suit on trial and they have to get a quick 
decision. In those instances they come immediately. U sually they 
bring with them, also, the particular lawyers that are handling the 
problem. It is very seldom that an Assistant Attorney General and 
myself would sit down alone and discuss a case or matter. He would 
usually bring with him the men who were handling the case. 

Mr. Keaving. Are your division chiefs ever called in by you, on your 
Initiative ¢ 

Attorney General McGrarn. Very often that happens. Usually 
that arises as a result of the questions that are brought up at the 
cabinet by some other cabinet otticer, that would tell me that they 
have a certain problem, or they call me on the phone and say, “We have 
a particular problem. I wish you would look into it,” and then I 
initiate the conference with the people who are handling the matter. 

Mr. Keating. Do you require from them reports on cases which 
they are handling? 

Attorney General McGratnH. Yes, they give me reports. Not in all 
cases. I might suggest, “You better write me a memorandum about 
that.” 

Mr. Kearina. Is there a standard operating procedure requiring 
that they give you a report on a case in their division? 

Attorney General McGraru. Usui ally at the end of each month the 
head of a division will write a report indicating what has happened 
to cases in his department that month. That will not be a report on 
every case, but will be a report upon cases where some action has been 
taken or some progress has been made. 

Mr. Ky A\TING, What procedure do you have with regard to some 
thing upon which no action has been taken / 

Attorney General McGraru. It is up to the Assistant Attorneys 
General to follow that. I would have no way of knowing that, Con 
gressman, because the cases do not come to me in the first instance. 

Mr. Kerarinc. So after a case was in the Tax Division or in the 
Criminal Division, and sitting there without any action at all, that 
fact would not be brought to your attention unless some complaint 
were made from the outside / 

Attorney General McGraru. Unless the Assistant Attorney Gen- 
eral brought it to my attention. What happens is that as cases arrive 
at the Department, they are referred by referral staff to the section 
who should handle it. If it is a criminal case, it would go to the 
Criminal Division, and then there would be a referral oflicer there 
who would assign that case immediately to one of the lawyers in a 
subordinate capacity, but he would assign it to a lawyer who might 
be adept at the particular type of work involved. If it was mail 
fraud, it might go to one lawyer. If it were a bank robbery, it might 
v0 somewhere else—embezzlement or auto thefts—each department 
would have its own specialist in special fields. That happens almost 
automatically. For instance, I would not know tonight what cases 
came to the Department of Justice today. They come by the hundreds 
and I could not know. 

Mr. Keattne. I realize that, but someone wouid know, would 
they not ¢ 

Attorney General McGrarn. That is right; someone would know. 
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Mr. Keatinc. In each division there would be a record of the cases 
received there each day Y 

Attorney General McGraru. Yes. 

Mr. Keatine. And that record would show that the case was 
turned over to Attorney X for handling? 

Attorney General McGrarn. That is right. 

Mr. Kearine. Then there would be a record, I take it, of what 
Mr. X did with that case, would there not ? 

Attorney General McGrarn. You could just take the file of the 
case and that would tell. Everything he does he puts mnto the file 
or writes a memorandum in the file, or you could call on him for an 
explanation. 

Mr. Keating. I believe that the Attorney General’s Office main- 
tains some sort of a particular record about cases in the Department. 

Attorney General McGrarni. It is a spot check. ‘There are so many 
that no one man could keep in his mind all of them. 

Mr. Keating. I appreciate that, but there would be in the office a 
record of all cases which have been turned over to the Department by 
other Government departments for action, would there not? Is that 
not true? 

Attorney General McGrarn. It would not be in one place, 
Congressman. 

Mr. Kreatrine. It would be in the various divisions. 

Attorney General McGrarnu. Yes, 

Mr. Keatine. In each division there would be a record of those 
cases and of the disposition made of them, would there not ? 

Attorney General McGrarn. You would have to go to each file. 

Mr. Keating. Do you mean there would be no record except that 
kept in the file itself of what happens in the case / 

Attorney General McGraru. That is right. The file of that case 
would indicate the local progress of the case and the final disposition 
of it. 

Mr. Kratina. So if Attorney X had the case referred to him, and 
just sat on the file and did nothing, there would be no record anywhere 
in the Department of that fact. 

Attorney General McGraru. Oh, yes. The assistant in charge of 
the division would know about the existence of the case. 

Mr. Keatine. Then, the assistant in charge of the division must have 
a record of all cases, is that right ? 

Attorney General McGraru. That is right. 

Mr. Kearine. And that is apart from the record in the file? 

Attorney General McGratu. The record would be probably nothing 
more than a list of the cases. 

Mr. Keatine. That is right, but he would have such a list? 

Attorney General McGrarn. When it comes in it is given a number 
and he could refer to those numbers and know about the cases. 

Mr. Keatrine. But he would have a record of those numbers and 
would follow those up to see whether action was being taken in each 
case, would he not ? 

Attorney General McGrarn. In those that come to the Department. 
Of course, there is a great field of cases that never come to the Depart- 
ment that go directly to United States attorneys. 

Mr. Keating. I appreciate that there are cases in the field that will 
not go through the Department, but a record is made by the United 
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States attorneys in the field, to the Department, when that case is 
received, is it not ? 

Attorney General McGrarn. He has to make a file number on the 
case, and he is required to make a report to the Department about what 
he has done with the case. However, he would not make that report 
until he took some action. For instance, the case might go to the 
United States attorney in Delaware for presentation to a grand jury. 
He would probably spend some time studying that case. He might 
draw his own indictment on it, or if it is a complicated matter he 
might write in and ask for help from the Department. 

Mr. Keatine. When the case first comes to him, he is not required 
to give you any notice of the existence of that case whatever ? 

Attorney General McGraru. No, he does not do that. 

Mr. Keartne. In other words there are at all times in the hands 
of the United States attorneys, many cases regarding which the De- 
partment has no knowledge, is that right ? 

Attorney General McGratrn, That is conceivable, that at all times 
there are pending cases in district attorney’s offices of which we would 
get no knowledge probably over a period of several months until some 
action is taken. Ther he will report back what action has been taken. 

Mr. Kratine. There would be no way of your knowing whether a 
mafter had been referred to him and whether he was sitting on it 
and doing nothing? 

Attorney General McGratn. Except from the report sheets that 
they make periodically and these examinations, when these examiners 
go into these offices and go through these files and find a case sitting 
there. 

Mr. Kratinea. Then they do make out report sheets from time to 
time showing the cases that they have under their control? 

Attorney General McGrarn. From time to time. 

Mr. Keating. How often are those report sheets made? 

Attorney General McGratu. Well, it isirregular. It would depend 
upon the particular office. In the big offices, probably they would 
make them less frequently than th ler offices. 

Mr. Kerartna. Is there any requ.i:ement laid down by the Depart- 
ment as to how often they must be made? 

Attorney General McGrarn. No; the only requirement is that they 
report all action taken on cases. If they decline action, they must 
notify us of that. We review that and either agree with them or 
overrule them. 

Mr. Kratine. Now, actions turned over to the Department for some 
type of civil or criminal proceeding by other Government depart- 
ments are turned over to the Department in Washington; are they 
not? 

Attorney General McGratu. No; very often the Washington offices 
refer them direct to United States attorneys. 

Mr. Kratine. But a great many are turned over to the Washington 
office by various Government departments. 

Attorney General McGrarn. That is right, but not all. 

Mr. Keatina. There are certain categories of cases that just go 
directly to your Department. 

When those are turned over, a record is entered of all such cases 
in one of the divisions of the Department and, after that, on that 
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record, it is indicated what has happened to those cases. Am I correct 
j iat ¢ ; 
a leans General McGratu. Yes; I think that is correct. 

Mr. Keartine. If action is declined by the Justice Department, 1s 
there a record made of that in the Department ‘ 

Attorney General McGrarn. Oh, yes. If we dec ‘line action, there 
is a record as to why we decline it. I have something here which 
would help you to see that there can be a great number of cases which 
do not come to us directly. This is a departmental circular which 
lists the category of cases to be referred directly to the United States 
attorneys by the agencies where the cases originate. All cases under 
migratory bird and other fish and wildlife violations, all food, drug, 
and cosmetic cases, the penalties under the Federal Trade Commis- 
sion Act, all war-risk insurance, and cases originating in the Vet- 
erans’ Administration, Federal Seed Act, Insecticide Act, all cases 
of theft, conversion, embezzlement, or fraud arising in the villa: 
istration of the Farm Credit and Farm Security Act, Workmen’s Com- 
pensation Act and related compensation statutes administered by the 
United-States Employees’ Compensation Commission, Railroad Unem- 
ployment Insurance Act, Social Security Act, 28-Hour Act cases 
(cruelty to stock), Federal Hours of Service Act, Federal Safety 
Appliance Act. 

Mir. KeratinG. Where prosecution is declined, the reasons are set 
forth in full, and that is made a permanent part of your record. 
Who has the authority to decline prosecution of a case referred by a 
Government department, the head of the division or subheads? 

Attorney General McGrarn. The United States attorney may de- 
cline, but he must report that to the Department. If it is a criminal 
case, it is reviewed in the Criminal Division and his declination is 
either concurred in or overruled by the head of the Criminal Division. 

Mr. Krattne. In Washington itself, where a Government depart- 
ment may refer a case to your Department, and prosecution is de- 
clined, who has the authority to decline that in Washington? 

Attorney General McGrarn. The head of the division who deals 
with the subject matter. 

Mr. Keating. But no one below the head would have such author- 
ity ? 

Attorney General McGraru. When I say “the head,” I mean the 
Assistant Attorney General. 

Mr. Keatine. In charge of the division ? 

Attorney General McGratu. Yes. 

Mr. Kratine. Do you have any record of the percentage of cases 
upon which prosecution is declined, where a Government department 
turns over a matter for action by oa Justice Department? 

Attorney General McGrarn. I think we do have records on that, 
but I would rather prepare it for you from whatever tables we have. 
I would not care to make estimates. 

Mr. Keattne. Are you familiar specifically with the number of 
cases upon which prosecution was declined, which have come to you 
from the Commissioner of Internal Revenue? 

Attorney General McGratn. Yes. Those figures, Congressman, 
were prep: ared in connection with the King hearing, and I am sure we 


can give you those very accurately but I do not have them definitely 
in mind, 
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Mr. Kearinc. There was, in fact, a great decrease in the percentage 
of cases upon which prosecution was declined in 1951, over 1950; is 
that not correct / 

Attorney General McGraru. I guess, Mr. Congressman, that, being 
human beings as we are, everybody reacts to the situation as it ap- 
pears. 

I would like to be able to sit here and say to you that I feel in my 
heart that the cases in 1951 which have been sent out for prosecution 
had been given the same fair and objective consideration before being 
referred as were the cases in 1950. However, because of the atmos- 
phere we are passing through—and I am not judging whether it is 
right or wrong—I just feel there are a great many cases that have 
probably been sent out that have taken a route that would not have 
been t: ake n had we continued to pri actice the more objective point of 
view of more careful consideration and more individual responsibility 
for the decisions that were made. 

In other words, I am trying to say to you that I think there has 
been a reaction upon attorneys in the Department, where forrierly 
they would be willing to take a responsibility for a decision that might 
be close; where formerly they might, as we have regarded the tax 
statutes as being for the purposes of collecting taxes rather than 
putting atarie 3 in jail, I think the attitude now has probably changed, 
and I think many cases probably now go forward for presentation to 
grand juries that would not have previously gone that route. 

I do not mean any reflection on the men who are making these deci- 
sions now, nor is there any reflection to be made upon those who made 
them previously, but I think we have come to a point where less and 
less men are willing to take the responsibility for decisions, upon 
themselves. 

Mr. Keating. The annual report of the Commissioner of Internal 
Revenue indicates that in the year ending June 30, 1950, there were 
164 penal cases referred to the De partment of Justice for prosecution, 
of which 180, or 39 percent, were returned without prosecution, where 
as in the year ending June 30, 1951, there were 465 cases referred 
pri actically the same number—of which only 58 were returned to the 
Commissioner without prosecution, or 12 percent. That is a rathet 
startling difference. Do I gather from your explanation that you 
feel that the earlier figure of just under 40 percent reflects a more 
objective view of the situation than the later figure / 

Attorney General McGrarn. Well, Congressman, I would not 
really be competent to say whether that figure does reflect that or 
not. I can only say this to you: Mr. Rothwacks came to my office 
recently, and he gave me the figures on the number of cases that have 
been referred to us since January, upon which to meet a deadline of 
March 15. He gave me this comparison and I asked him this ques 
tion: I said, “Micke »y, can you tell me that these cases have received 
an objective, honest, fair appraisal, so that the citizen now faced 
with prosecution is not being unduly burdened by reason of the 
atmosphere through which we are passing ?” 

He said, “I wish we could say that to you, but we can’t.” He said, 
“T think we have done as well as we can under all the circumstances, 
and I would be happy to have the committee talk to him about that 
when he appears before you. I would be happy to have the staff of 
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the committee come down and compare these figures and talk to the 
fellows in the Department. 

We have undoubtedly stepped up our efforts in this division. We 
have taken men from other work and thrown them in there. We have 
accelerated every activity in the Tax Division as a result of the hear- 
ings before the King committee, and that is all to the good, Mr. Con 
gressman. I am glad we have done that. Whether we have ap 
proached this with the objectivity that citizens are entitled to from 
top lawyers in this Government, I am unable to sit here and tell you 
that that is so in every instance 

Mr. Keatine. Is it not a fact that the Commissioner of Internal 
Revenue does not refer a case for prosecution to the Department unless 
he thinks that it is deserving of prosecution ¢ 

Attorney General McGrarn. Not always at all. He does not pass 
on that. They send to us the evidence that they think represents a 
fraud. It is fur us to determine whether it has transgressed the line 
of criminality. That has always been so. The Bureau refers these 
matters to us, oi hey do not atte mpt to pass on it. 

Mr. Keatine. But, Mr. Attorney General, they have millions of 
taxpayers. They have undoubtedly many thousands of cases where 
improprieties are found in connection with tax returns, but they re 
ferred to your Department only 464 a year and, of that, in 1950, you 
sent back to them 180, and in 1949 191, without prosecution. 

Now, is that not an inordinately high percentage / 

Attorney General McGratru. No, we have found imperfections that 
we can justify in sending those cases back and I have no objection to 
this committee examining the reasons in every instance why we have 
sent them back. That is the best answer I can make to you as to why 
the Department of Justice should review these matters. We have 
to determine whether or not we have legal proof. 

Yes, there may be a fraud, but it may be something that is unprov- 
able. We have to consider the avail: ibility of witnesses. Many prob- 
lems are presented to us that the Bureau never has to consider. The 
fact that we have returned that number out of the total number of 
which you have spoken should be an indication to you that the fune- 
tion of the Department of Justice is a very essential one in preventing 
a citizen from being unduly criminally prosecuted in a tax ease. 

Mr. Keating. There is no doubt about that, Mr. Attorney General. 

Attorney General McGraru. As far as these cases are concerned, I 
will be only too happy for your staff and accountants to come down 
and look over our reasons in all of these situations. I do not think 
we will be far apart in agreement that the decision reached within 
the Department of Justice on these matters was a proper one. 

Mr. Keating. Tam glad to hear you say that those files will be made 
available to this committee. 

Attorney General McGratn. I am not talking about making files 
available. Iam saying that I will produce to this committee satisfac- 
tory evidence with respect to these cases. 

Mr. Keattne. May I ask you, Will those files be made available? 

Attorney General McGrarnu. That is a question I cannot answer 
categorically. We were able to satisfy the King committee on the 
matter of files and I do not want to get into that again with this com- 
mittee. I say you can come down and we can show you the facts and 
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we can give you our reasons and those matters can be rechecked with 
the Treasury and it may be in many instances that there is no reason 
why you should not see the files. I just do not want you to tie me down 
to a statement that I am going to make files available just because the 
committee asks for them. 

We have been through that so many times and it has caused so much 
irritation between the executive department and the committees of 
Congress that I am sure it is not necessary to raise that in this instance. 
i would rather your staff would begin to work with us and then if you 
have any complaints, that is the time where we can come to grips 
with it. 

Mr. Keratrna. I agree in part with what you say, and we have de- 
livered to you a request for 11 specific files. Will those be made avail- 
able to our committee ? 

Attorney General McGrarn. Mr. Chairman and members of the 
committee, I cannot answer that question. The matter of what is 
available to a congressional committee by way of executive files is a 
decision for the President to make and I am not making it for him. I 
will be happy to give this committee any file that the President author- 
izes it to have. 

Mr. Keatine. Well, Mr. Attorney General—— 

Attorney General McGrarn. Again let me reiterate, the only reason 
in God’s world that. the Department of Justice is so fussy about its 
files is because we feel we have a terriflic obligation to protect the 
security and sanctity of those files. In most instances there is prob- 
ably nobody who can be hurt, the Government’s case cannot be hurt, 
and no citizens can be hurt. However, it may be that someone can 
be hurt. 

Mr. Keatine. These that we have been talking about are all closed 
cases. 

Attorney General McGratru. Mr. Congressman, there is more rea- 
son for protecting the sanctity of a closed file than any other. If the 
affairs of a citizen of the United States have been brought to the atten- 
tion of the Department of Justice and we have determined that there 
is no culpability on his part, that he is committing no offense, then I 
think we have a stronger obligation than ever to see to it that he is not 
put under public suspicion; that his affairs were investigated by the 
Department of Justice. If we have declined it, we have declined it. 
We will tell you our reasons for having declined it, but we must be 
very careful that that citizen is not condemned in the court of public 
opinion when we refuse to take him before our courts. 

Mr. Kearine. But obviously, Mr. Attorney General, the soundness 
of your reasons for declining prosecution can only be determined if the 
file itself is made available so that it is possible for us to know the 
facts upon which you reach your conclusion that the case did not 
deserve prosecution. 

Attorney General McGrarn. I think I can know all of the facts 
necessary for you to come to a conclusion in most instances, without 
taking the whole file. 

On the other hand, I will say to you again, if there is no reason and 
no interest that ought to be protected, we have nothing in our files to 
hide at all. I am just trying to protect a great principle which I 
believe, if once broken down, can do more harm to law enforcement in 
the United States than anything else that I can imagine. 
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Mr. Kratine. Mr. Attorney General, in declining the request of 
the chairman for lists of the cases which have been referred to you 
upon which no action had been taken, you said in your letter, or Mr. 
Duggan did: 

We are prepared to honor all reasonable requests with regard to definite cases 
and matters where such requests are based upon specific allegations supported 
by credible evidence, unless public interest or necessity requires otherwise. 
Later in the letter you said that: 

If these members— 

meaning certain members of this committee— 

have any such information, we shall be glad to cooperate in order to bring the 
facts to light. 

I am endeavoring to see just what the meaning of that part of the 
letter is and just how far we can expect to get documents and files 
voluntarily from the Department. Perhaps I should, in all fairness, 
preface it by asking you whether you participated in the preparation 
of that letter? 

Attorney General McGrarn. I approved the letter before Mr. 
Duggan sent it to you. 

Now, the first part of the letter quotes the language of the act under 
which this committee is functioning. You asked for a list of all cases 
referred to the Department of Justice in the last 5 years in which 
prosecution had been declined, and the reason therefor. In the first 
place, that is a tremendous clerical job and I just do not know how 
long it would take to do that. In the second place, Mr. Chairman, to 
provide a list of names of citizens of the United States running into 
thousands and maybe into tens of thousands, whose affairs have been 
presented to the Department of Justice, and the decisions that have 
been reached that they have violated no law, to have those lists become 
public property is to me, very reprehensible and I would not want to 
be a party to that. 

Mr. Kratina. Let me ease your mind on their becoming public prop- 
erty, until they become the subject of a public hearing. Anything 
within our files is just as sacred to us, we assure you, as anything with- 
in the files of the Attorney General’s Office may be sacred to you. 

Attorney General McGratn. I am not going to argue that point 
with you, Mr. Congressman. We have had some pretty sad experiences 
to the contrary. 

Mr. Keatrne. I grant you there are leaks from both executive 
departments and legislative committees, but I can assure you that we 
intend to keep our files inviolate, in the same manner that you com- 
mendably contend yours should be. However, we have now presented 
to you specific cases upon which complaints have been made to our 
committee—just a few of them—and we have asked you, I think, for 
11 files in particular situations, and it becomes very important to our 
procedure to determine whether we can expect your cooperation in 
furnishing us with those files. 

Attorney General McGratn. You can expect my cooperation, all 
right. Weare gathering all this information together which has to do 
with specific matters that you talk about. If we have any question 
about the desirability or undesirability of presenting you w ith the files, 
we will come up here and talk to you about it, and I am sure we can 
argue the matter out at that time. 
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I am asking you, Mr. Congressman, not to try to get me to say to 
you that I am going to present this committee any, or all files, that 
it may ask for. I may do it. I may see no reason in any instance, 
why I should not do it, but I do not want the record to show that I have 
agreed to that and then for some reason which will be good and suf- 
ficient—I can assure you that—I would have to go bac k on my word. 

I would much prefer to work this problem out as we go along, with 
your staff. I have every expectation that in the end we will reach a 
rather happy solution as I think we did eventually, with the King 
committee. We went through a lot of discussion with that committee 
over what could be done and what could not be done. We were talking 
academically. I would rather not talk academically on this subject. 
I would rather deal with the specific things with which you are 
concerned. If we have any issue, let us sit down man to man, and 
see if we cannot straighten it out. 

Now, again I say, that the matter of executive files is something 
that is the sole prerogative of the President. While I can speak in 
rather broad terms of welcome cooperation as far as the Department of 
Justice is concerned, I do not presume to say a final word with respect 
to what he may wish to do in any given instance. 

Mr. Keartne. I appreciate that, and that brings me to this ques 
tion. 

At the time we received your letter, signed by Mr. Duggan, or the 
chairman did, other departments of Government were then in the 
process of preparing lists of cases which had been turned over to your 
Department for prosecution, upon which no action had been taken. 
Several of them had communicated with our staff with the result that 
in some instances certain minor classes of cases had been eliminated. 
None of them had indicated at that time, a reluctance or inability to 
furnish the information which our committee had requested, and the 
first. occasion in that regard came when Mr. Duggan’s letter was de- 
livered to our committee. 

Thereafter, the President issued his Executive order directing all 
Government departments to decline the information to us. I would 
like to inquire if you know, whether the action of the President was 
taken on his own initiative, or at your request? 

Attorney General McGratu. I think, to answer that upon the 
grounds of what advice I give to the President, is wholly confidential 
between myself and he. 

Mr. Krarine. Again, I would like to refer to the wording of your 
letter, or Mr. Duggan’s letter, and inquire whether the provision 
that “public interest or necessity” might cause you to decline re- 
quests for specific information, whether that phrase means requests 
which involve the question of national security ? 

Attorney General McGratn. It would largely be in that field. I 
off-hand do not think of any such situation, unless it involved a file in a 
pending case, or unless it involved confidential evidence that we were 
contemplating using in court or something of that nature. But other 
than that, the word would not go beyond security matters. 

Mr. Krartnc. So it would be fair for us to antic ipate in planning 
our future course of action, that you will make available to us, 
specific information on specific cases where in your opinion the national 
security is not involved. 
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Attorney General McGrarn. Where in our opinion it would not 
unduly jeopardize the Success of a pending trial or a contemplated 
trial. 

Mr. Keatine. In other words, is it your anticipation Mr. Attorney 
General, that you would decline to furnish us information on cases 
which have been presented to a grand jury 4 

Attorney General MoGrarn. That is a pretty broad question, Con- 
oressman. I do not think that I can, in one sweep of the mu a, con- 
template all the problems that might arise with respect to the con- 
fidential information that the Government may intend to use as sur 
prise information—sul prise witnesses—t hose things I just do not know 
about. 

I would have to rely on the part icular case that you are interested in. 
I will say this to you, that I will go just as far as I possibly can with 
vour staff, and with the committee in these matters. I am as anxious 
as you are to find out if there is anything wrong in the Department 
of Justice. I realize that this a forum in which the truth can come 
out. 

Mr. Kearine. I am glad to hear you say that, and of course, it be- 
comes quite important to us to know just how much cooperation we 
may expect from you in making available to us the data which exists 
in the Justice Department, with reference to specific cases of which 
the list of 11 which we have given to you are typical. The quicker 
we can know just how far you are prepared to go with us in that 
regard the better we can progress with this inquiry. 

Mr. Rogers. Mr. Chairman, inasmuch as the bell has rung, I sug- 
est we are not in order, at the present time. 

Mr. Cuetr. I was just trying to let Mr. Keating make his last state- 
ment. 

Gentleman, as you know, the bells have rung and under the rules 
of the House, we are supposed to be there. We cannot continue on 
during the time that the House is in session. 

If there is no objection, gentlemen, we would be glad to have you 
come back, if you please sir, on Friday morning at 10 o'clock. 

Attorney General McGrarn. I cannot do that as there is a Cabinet 
meeting Friday morning. 

Mr. Cuerr. What time would suit you? 

Attorney General McGrarn. Monday morning. 

Mr. Cuetr. That will be fine. 

Then, we will recess the hearing until Monday morning at 10 o’clock. 

Thank you, very much. 

(Whereupon at 12:20 p. m., the hearing adjourned to reconvene 
at 10 o’clock, Monday morning, March 31, 1952.) 


o 





INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


MONDAY, MARCH 31, 1952 


Hovse or REPRESENTATIVES, 
SpecraL SUBCOMMITTEE To INVESTIGATE THE DEPARTMENT 


OF JUSTICE, OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
346, House Office Building, Hon. Frank L. Chelf (chairman of the 
subcommittee) presiding. 

Present: Messrs. Chelf (chairman of the subcommittee), Ramsay, 
Rodino, Rogers, Keating, Hillings, and Bakewell. 

Also present: Stephen A. Mitchell, chief counsel, and Robert A. 
Collier, assistant counsel and chief investigator to the committee. 

Mr. Cue.r. The committee will come to order. 

At the recess on Wednesday noon, Mr. Keating was in the process 
of questioning the Attorney General. Mr. Keating, do you have 
further questions? 

Mr. Keatine. Yes, Mr. Chairman. 


TESTIMONY OF J. HOWARD McGRATH, ATTORNEY GENERAL OF 
THE UNITED STATES, ACCOMPANIED BY JOSEPH C. DUGGAN, 
ASSISTANT ATTORNEY GENERAL OF THE UNITED STATES— 
Resumed 


Mr. Keatine. Mr. Attorney General, when we recessed we were 
discussing these files on specific cases. 

Have you, since our last hearing, been able to give further thought 
to the question of whether these files will be made available to the 
committee ? 

Attorney General McGrartu. I have requested Mr. Duggan to dis- 
cuss the specific requests you have already made, case by case, with 
counsel for the committee and determine between themselves what 
can be made available without any injury to pending cases. I do not 
believe counsel has done that as yet. ? 

Mr. Keatine. When was that information communicated to our 
counsel ? 

Attorney General McGrartn. I gave those instructions shortly after 
my appearance here on Wednesday. 

Mr. Keatine. Could we ask counsel at this point in the record to 
state when that information was made available to us? 

Mr. Cotiter. That information was conveyed to me about 10 minutes 
ago by Mr. Duggan. " 

Mr. Keating. This request was dated March 21, I believe, 10 days 
ago. Of course, it covers only some 11 cases, which is but a small 
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number of those we want to go into. It is, of course, important to 
us. In P yroceeding e xpedi itiously, to hi ive these fil es as quie kly as pos- 
sible or to know that they are not avi all: ib le. 

Attorney General McGrarn. I asked the Department to review 
those files through Mr. Duggan’s office, since he is handling that, and 
determine whether or not in any given instance there is any sufficient 
reason Why we should say to you that you should not ask for the files. 
I believe those are matters that ought to be worked out by counsel 
and the representatives of the De ‘partment, 

I do not propose personally to review these files. | propose to hear 
any appeal that may be made on behalf of your counsel or on behalf 
of the Department after the counsel and the Department representa 
tives have gone over the prob lem. 

Mr. Kearine. Have you, yourself, gone over this list of cases upon 
which we have reque sted files? 

Attorney General McGrati. Yes; the list was read tome. I have 
not looked at any of the files personally. 

Mr. Kearina. Are you familiar with any of those 11 cases? 

Attorney General McGratri. Offhand, I could not answer that “Yes” 
or “No.” I may have some familiarity with cert: _ details of them, 
but unless I had the list before me I would not be able to answer, 
sir. 

Mr. Kerarine. I will be glad to give you a copy to refresh your 
recollection. 

Attorney General McGratnu. I take it this is a copy of your letter 

March 21? 

Mr. Keattnea. Yes. 

Mr. Cuetr. Mr. Reporter, will you show that a quorum is here? 

The Reporter. Yes, sir. 

Attorney General McGraru. May I refer, Mr. Congressman, to the 
number of the case without reference to the name of the case because 
We may not want to bring the ‘se names in at this time? 

Mr. Kearine. I prefer you to do that. 

Attorney General McGrarn. With respect to No. 1 I know nothing 
about that case, and the same goes for No. 2, No. 3—I do not know 
about No. 4: the name looks familiar to me, but I would have to re 
fresh my recollection as to some details of the case. 

Mr. Keating. You are not now familiar with the details? 

Attorney General McGrarn. It is a deportation matter and I 
think the deportation has taken place, but I would not want. to say 
positively that that is so. I am not familiar with No. 5. Nos. 6, 7, 
and 8, I am quite familiar with those because they involve an em- 
ployee of our Department who was tried. 

Mr. Keatinc. With reference to 6 and 7, where the defendant pled 
guilty, can you think of any public interest which would be served by 
not giving us access to those files ? 

Attorney General McGratu. No, except that it is a pending case. 

Mr. Keratrna. In part ? 

Attorney General McGrartnu. In part; yes. The defendant had al- 
ready pled guilty to the substantive offense. These matters now pend- 
ing deal with perjury charges so I doubt that there would be anything 
in those files that would not be known to the defendant as far as our 
evidence is concerned. 
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Mr. Keatine. The fact that you would actually want to keep from 
the defendant any moves which your department was making might 
be a factor in not making them available to our committee 

Attorney General McGrarnu. We have gone forward, Mr. Congress 
man. with those cases. There was a delay in proceeding with the 
perjury charges because the man against whom these charges were 
pending was the Government's key witness in the case w hich is entitled 
“No, &.” 

Mr. Keatine. But you are proceeding now with other matters 1 
volving cases six and seven ¢ 

Attorney General McGrati. Yes, sir, and I think you will find this 
whole matter, from the very moment it came to our attention, was 
handled most expeditiously. 

Mr. Keatine. That is one of the reasons for wanting to see the 
files, of course. 

Attorney General McGrarn. I am sure there will be no trouble 
about that. 

Mr. Keatine. And in No. 8 where the defendant has been acquitted, 
there would not normally be any reason why any public interest would 
be served by not letting us see that file ? 

Attorney General McGrarn. Not at all. 

Mr. Keatine. How about No. 9? 

Attorney General McGratu. There may be some question on that, 
Congressman. ‘That is a pending case before a grand jury. 

Mr. Keatrna. The grand jury proceedings in that case were started 
after this committee adopted its resolution ‘ 

Attorney General McGratu. They were started as expeditiously as 
we could handle it after the matter was referred by the referral agency 
and investigated by the FBI. We are proceeding on a theory in 
that case that we think we may be right on, but we are not wholly 
sure and that is why I would rather not identify this case and have 
counsel go into it very carefully because, in this instance, the Govern- 
ment is not 100 percent sure of its theory. 

Mr. Keatine. Are you familiar with case No. 9? 

Attorney General McGrartnu. In a very general way. I cannot say 
when it was started, but Mr. Duggan reminds me that it was started 
before the committee procedure and I think our records will clearly 
show that the Department has been in an investigation through the 
FBI and that we have moved as expeditiously as could be expected 
in the matter. 

Mr. Keatine. There is no question about the Department having 
knowledge of the case for a considerable period of time. My inquiry 
was whether the actual grand jury proceedings were started prior to 
action being taken by this committee. 

Attorney General McGrarn. I think they were, Mr. Congressman. 

Mr. Keatine. How about No. 10? 

Attorney General McGrarn. That happened long before I became 
Attorney General. I did not know anything about even the existence 
of that matter. I thought it was a concluded matter some years ago. 

Mr. Keatine. I have no doubt that is true. It was a case in 1940, 

Attorney General McGrarn. I do not know anything about that, 
Mr. Chairman. That is, I could not give you any of the details on the 
background, why something was done. Somebody else will have to 
answer for that. 
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Mr. Keatrna. The case has been hanging fire for more than 10 
years. Is there any public interest that you can think of in not giving 
our committee access to this file now ¢ 

Attorney General McGraru. Yes; I believe there is a public inter- 
est of the most vital character involved in this case, but there is no 
reason why counsel should not know what those facts are. How- 
ever, I should hesitate to give them publicly, at least at this time. 

Mr. Keatine. They are with regard to one defendant only? 

Attorney General McGraru. That would be the major defendant, 
as I understand it. 

Mr. Keating. That involved matters back in World War II. There 
could not be any public interest now in that matter that would prevent 
it being made public, could there ? 

Attorney General McGrarn. I could not tell you the whole story, 
but the service rendered might entitle the person involved certain 
protection even now against retaliation for what he did. 

Mr. Keating. How about No. 11? 

Attorney General McGrarn. I cannot say about that. That came 
up before I came to the Department. I am advised that that is 
one of the cases the King committee looked into. What their findings 
are I could not tell you. This is a case that came about consider -ably 
before I became Attorney General. 

Mr. Keartine. I realize that. 

Attorney General McGrarn. I had no knowledge of it at any time 
before it appeared on this list. 

Mr. Keartina. In this case the defendants pleaded guilty. Would 
there be any public interest that would prevent giving the committee 
that file ¢ 

Attorney General McGrarn. Not that I know of. 

Mr. Keatine. This is important not only in getting the files, but in 
getting them as quickly as possible. 

I would like to read to you, Mr. Attorney General, a short passage 
from the report of the House Judiciary Committee at the time it was 
iooking into the administration of Attorney General Daugherty. 

This appears in the report of the Sixty-seventh Congress which 
Says: 

Prior to and during the hearings, the Attorney General offered to furnish 
the committee with any documentary evidence in the possession of the Depart- 
ment of Justice and did furnish whatever documents the committee called for 
and he also invited the committee to call for any person in the Department of 
Justice who could give any information in regard to any of the matters com- 
plained of, and a number were called and testified. 

I would like to ask you whether your willingness to furnish us with 
information, and particularly documents, would be such that this com- 
mittee could make the same finding at the conclusion of its hearings 
which was made with regard to Attorney General Daugherty ? 

Attorney General McGratu. That was predicated on the com- 
plaints received. We have not received any complaints. 

Mr. Keattne. There is nothing said about complaints here. 

Attorney General McGraru. It says “any matter complained of.” 

Mr. Keattine. No, I will read it again, the first paragraph. 


Prior to and during the hearings, the Attorney General offered to furnish 
the committee with any documentary evidence in the possession of the Depart- 
ment of Justice and did furnish whatever documents the committee called 
ae er es, 
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Attorney General McGrarn. It speaks of documents as distin- 
guished from files and any documents you would call for I think could 


be made available. 
Mr. Keating. You draw a distinction between a document and a 


file ¢ 
Attorney General McGrarn. Yes, sir. One refers to a single docu- 
ment in a given matter. The other refers to a whole file containing 


many documents. 

Mr. Kratrne. You have personnel files on all of your key personnel, 
do you not? 

Attorney General MoGrarn. Yes. 

Mr. Keating. Would the papers in those be called documents, or 
would that be called a file ? 

Attorney General McGraru. That would be called a personnel file. 

Mr. Keatine. Would you be willing to furnish us with all of the 
documents in any personnel file that we might require ? 

Attorney General MoGraru. I think so. 

Mr. Keatrne. I would like to request at this time the documents 
in the personnel file relating to Mr. Caudle and also with regard to 
your predecessor, Attorney General Clark. 

Attorney General McGrarn. With the exception of the FBI report, 
I see no reason why the committee could not have these files. The 
way we handled it with the King committee was, we summarized 
the report and I would further say that if Mr. Hoover has no objec- 
tion—this is all in deference to the very serious position he always 
takes with respect to his FBI reports; I would like to respect that 
and not promise to give you FBI reports without his sanction. 

Mr. Keratrne. In the personnel file would be FBI reports? 

Attorney General McGrarn. Yes; there probably are FBI reports 
in them. I cannot say that there are in these instances, but there 
may be, and we certainly can give you a summary of them. The 
only thing we would want to protect in the FBI reports would be the 
source of any information that might have been furnished to the 
FBI. 

Mr. Kratrna. If Mr. Hoover had no objection, you would have no 
objection to allowing us to see the complete personnel file 2 

Attorney General “McGrarn. Not at all. 

Mr. Keatina. I would like to correct an impression that you gained 
that there might be a distinction between “documents” and “files” by 
referring to page 10589 of volume 91, part 8, in the Seventy-ninth 
Congress, a comment by Senator Wheeler with reference to the Daugh- 
erty investigation in which he said: 

I call attention to the fact that in the Daugherty investigation I sent for 
files myself, I asked for files from the Attorney General of the United States, 
Mr. Daugherty. He refused to give them to me. I have forgotten the ground 
he stated, but at any rate he refused to give them to me. When he did so, 
the President of the United States, Mr. Coolidge, called him in and asked for 
his resignation, and Mr. Daugherty was eliminated from the Office of Attorney 
General. After that time, when the new Attorney General was appointed, every 


single file I ever asked for as a minority member of the committee was fur- 
nished to me. 


Now, apparently, following Mr. Daugherty’s substitution, Senator 
Wheeler did obéain all of the files on any subject which he wanted 
at that time. 
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Attorney General McGraru. Well, of course, the executive files are 
completely in the control of the President. The President can do 
anything he likes with them. He could have ordered Mr. Daugherty 
to turn over the files and the Attorney General could refuse him. 

In this instance, if it became necessary to refuse a file, I suppose 
I would have to justify my action before the President. Whether o1 
not history would repeat itself is something I cannot foretell. 

Mr. Keatine. Mr. Attorney General, when Mr. Vanech was named 
as your deputy, was he at that time head of the Lands Division / 

Attorney General McGraru. Yes he was. 

Mr. Keatine. How long had he been the head of the Division ? 

Attorney General McGrarn. I would estimate about 4 or 5 years 

Mr. Kearina. Did he succeed J. Edward Williams as head of the 
Lands Division ? 

Attorney General McGraru. Ed Williams was acting head. I do 
not believe he was ever Assistant Attorney General. He was acting 
head of the Lands Division for some period of time. I recall that he 
was acting head in 1945 when I was Solicitor General. Shortly afte: 
I left the Department Mr. Clark appointed Mr. Vanech to the position. 

Mr. Kearine. So far as you know, Mr. Vanech was appointed to 
succeed Mr. Williams as the acting Division chief. 

Attorney General McGratru. Yes. 

Mr. Keating. Mr. Vanech at that time was made head of the 
Division ¢ 

Attorney General McGraru. My memory is not too good about what 
happened in that period because I was disassociated from the Depart 
ment: but it seems to me that prior to Mr. Williams being active head, 
Mr. Bazelon was the Assistant Attorney General in charge of Lands 
Division and he was transferred to Alien Property. 

Mr. Keating. So that Mr. Vanech was made an Assistant Attorney 
General in 1946. Presumably his first position in that capacity was as 
head of the Lands Division. Would that be correct ? 

Attorney General McGrati. Would you mind restating the ques 
tion, Congressman ¢ 

Mr. Keating. Mr. Vanech was named as Assistant Attorney General 
in 1946. I wondered if his first assignment as such was with the 
Lands Division. 

Attorney General McGraru. That is right. 

Mr. Kearine. He continued to be that up until the time that you 
made him the Deputy Attorney General ¢ 

Attorney General McGratnu. That is right. 

Mr. Kearine. And he was made deputy when ? 

Attorney General McGrarn. About 6 months ago. 

I might add to the testimony that I gave on Wednesday with respect 
to Mr. Vanech. I ascertained that Mr. Vanech did study law after 
he came to the Department; that he had spent 8 years as an assistant 
in the Office of the Deputy Attorney General. The office was not 
known then as Deputy Attorney General; it was known as the assistant 
to the Attorney General. This change in name took place during the 
last Congress when a departmental reorganization program was 
approved, 

After Mr. Vanech became an attorney, he took a course in the 
Catholic University Law School and earned his master’s degree in 
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administrative law and procedure. I think the report ought to show 
that he did SO. He brought himself up from the bottom to the top. 

Mr. Keratine. I would like to come back to that a little later if I 
may. Idid have a few questions to pursue along the line of this expe 
rience in the Lands Division. We might LO into the other a little 
later. ] do want to vo into his record a little bit. 

You indicated in your last testimony that one of the reasons for 
vour naming him as Deputy was the good record which he made in 
the Lands Division. Am I correct about that ? 

Attorney General McGratrnu. Yes. 

Mr. Keatine. What. in particular, was that good record which 
caused you to name him as Deputy Attorney General’ Would you 
care to elaborate on that just a little? 

Attorney General McGraru. He served in the Lands Division du 
ing a period of great land acquisition on the part of the Federal 
Government and no instance ever came to my attention where the 
acquisition hi idl hot bee ne thie ie ntly | thi andled by the 1) VISION. I knew 
of no black mark against his record. 

Mr. Keating. And the fact that you knew of no black mark against 
his record was what you characterized in your last testimony as “the 
good record” which he had made? 

Attorney General McGraru. That is right. 

Mr. Kearinea. Did he institute any changes or reforms in personne] 
policies in the Lands Division ¢ 

Attorney General McGrarn. He kept Mr. Williams as his deputy. 
1 do not know of any major changes that he made. 

Mr. Keatine. You do not know of any large, wholesale exodus of 
attorneys or amet eeh caring Toa setae 

Attorney General McGratu. No, si 

Mr. Kearinc. Were you aware of the existence of this 1945 FBI 
report with reference to the various divisions of the Justice Depart- 
ment ? 

Attorney General McGraru. Our familiarity with that goes back 
to the time that the re port was made and the Attorney General then 
submitted to me that part of the report which dealt with the Office 
of Solicitor General. 

Mr. Keatina. You knew that the report was being made in all di- 
visions ? 

Attorney General McGrarn. Yes. That is, it was being circulated 
to the various divisions for comment and such action as they deemed 
proper with respect to their own divisions. 

Mr. Keatine. Did you, when you became Attorney General, at any 
time call for or send for this re port ¢ 

Attorney General McGratu. No. IT assumed that that report made 
back at that time had been put into effect and implemented in any way 
that seemed necessary. 

Mr. Keatinc. You did not investigate whether in fact it had been 
or not 4 

Attorney General McGratn. Well no, I just assumed my predeces- 
sor had done his duty with respect to it. Talso knew that the Hoover 
Commission had sent a task force to the Department and had made no 
recommendations with respect to our operations and on that basis I 
just assumed that everything was all right. 
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Mr. Keatrnc. You had not studied the report of the various di- 
visions ¢ 

Attorney General McGrarn. No. 

Mr. Keatrna. Specifically in the Lands Division ? 

Attorney General McGrarn. I studied it only with respect to the 
division that I was heading at the time the report was made. 

Mr. Kratina. Have you ‘yet studied the report with reference to the 
Lands Division ? 

Attorney General McGrarn. No. 

Mr. Keatine. Are you aware of the fact that there was more crit- 
icism directed against that division than any other division in the 
Department so far as overstafling was concerned ? 

Attorney General McGraru. Well, that m: iy be so, but the report 
was made before Mr. Vanech became head of the Lands Division. 

Mr. Keattne. That was the reason for my previous inquiry as to 
whether you knew whether he had taken any steps with regard to the 
dismissal of employees or the removal of them. I understood you to 
say that you did not know of any. 

Attorney General MoGraru. I could not be specific about what was 
done in the various divisions to carry into effect the recommendations 
of the report. 

Mr. Kearina. I call your attention to the fact that, for instance, 
there were five sections and one unit existing then in the Lands Divi- 
sion and in re the Trial Section, it stated at page 4 of the report that 
“they have 20 attorneys, 7 of whom do not carry an adequate workload 
because of inability due largely to age and health” and the recom- 
mendation is made that 5 be immedi: ately relieved and 2 a little later. 

You do not know whether any of those things were done, either 
prior to or during Mr. Vanech’s tenure? 

Attorney General McGrarn. No, I do not know that. I only know, 
Mr. Congressman, that at least seven times since that report was made 
the Lands Division and the whole Department has appeared before 
the Appropriations Committee of the House of Representatives and 
has been questioned extensively with respect to the operation. of these 
sections. 

Mr. Keatrnc. Has the Appropriations Committee’s attention been 
called to this FBI report in which they state there are 7 out of 20 of 
these attorneys who are unable to carry an adequate workload because 
of inability, due largely to age and health? 

Attorney General Mc Gratx. I don’t know whether the attention 
was specifically called to this report, but I do know that the Subcom- 
mittee on Appropriations for the Department of Justice, as nearly as 
I have observed, does a very thorough job and a detailed job. 

The committee has, from time to time, sent task forces to the Depart- 
ment to look over situations that they thought required looking over, 
and I have never heard them raise this particular question. 

Mr. Keatino. Have you ever heard any question regarding the Con- 
demnation Section, another section of the Lands Division, in which 
the FBI reports they have 23 attorneys and that drastic reductions can 
be made in that force? 

Attorney General McGratn. No, I never heard that. 

Mr. Keatitnc. Do you know of any action Mr. Vanech took with 
regard to that section ? 
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Attorney General McGrarn. I don’t know of any specific action that 
he took. I suppose his actions would all be predicated upon the volume 
of work involved and in that division at the close of hostilities, the 
Government had billions of dollars worth of land and properties to 
be disposed of. It may well be that the situation as it existed at the 
time the report was written was drastically different 6 months later. 
Just as now, there has been a tremendous increase in the work of the 
division due to new acquisitions and in some instances trying to get 
back properties that were disposed of after the Second World War. 

You have to judge the situation, Mr. Chairman, and members of 
the committee, on what the particular needs of the country are in this 
division at any particular time, and they vary greatly. 

Mr. Keatine. As far as you know, you have no knowledge regarding 
Mr. Vanech’s activities with regard to meeting the problem raised by 
the FBI? 

Attorney General McGrarn. No, I do not. All I know about it is 
that the Department appeared to be running efficiently ; I have received 
no complaints from any source. 

Mr. Kearine. I call your atte ntion to page 5 of the re port, dealing 
with the Legislation and General Section of the Lands Division where 
the FBI reports that they have four attorneys and two stenographers 
and they recommend, for the efficient functioning of the office, one 
attorney and one stenographer. 

Now of that. again I take it, you knew nothing? 

Attorney General McGratrn. That is a detail for the Assistant 
Attorney General in charge of the division. They won’t even come 
and discuss those matters with the Attorney General. 

Mr. Keatine. I am referring to the time when you made Mr. Vanech 
your deputy, as to whether you knew of the situation in this section 
of the Lands Division as shown in 1945 and if you know whether 
Mr. Vanech had ever done anything about that. 

Attorney General McGratu. Personnelwise, no. I think the record 
ought to show that Mr. Vanech was not there at the time this recom- 
mendation was made and what the situation was and what the needs 
of the Lands Division were at the time Mr. Vanech became head of 
that division is something that I do not know. 

Mr. Keatine. Yes; the record already indicates that he was named 
in 1946 and this report is in 1945. 

Attorney General McGraru. That is correct. 

Mr. Keatrne. And my inquiry was, in looking into his record 
whether you referred to any action he took with reference to the 
personnel in his section. 

Attorney General McGrarn. We have in the files of the Depart- 
ment, we have gotten together, the reports that were made by the 
various assistant attorneys general with respect to this FBI inves- 
tigation. Those reports were given to the Attorney General and they 
are available to this committee. 

Mr. Kratine. Thank you very much. 

Attorney General McGraru. It indicates what was done, and if 
it wasn’t done, why it wasn’t done. I do not know how complete 
these files are. We had to gather them together from throughout the 
Department. The only one you will not find there is one from myself, 
and I would like to explain that, so the record would be clear 
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There were only two suggestions made by the FBI report wit 
respet I tothe ( Yflice of Solic itor Ge ner il. I think I probably explained 
during my testimony on Wednesday, one of those was to the effect 
that the Assistant Solicitor General should be put under the Soliciton 
General. I believe ] explained to the committee that that was not a 
proper recommendation because there is no relationship whatsoeve! 
to the work of the Office of the Assistant Solicitor General and the 
Solicitor General. When the Oflice of Assistant Solicitor General 
was established it was established for the sole purpose of preparing 
Executive orders and working on sper inl matters for the Attorney 
General and the President. For the want of a better name, they 
called it the Assistant Solicitor General. Thai name now has bee) 
chal ged to more adequately define its duties. There was no reaso1 
W hy that should be taken over by the Solicitor General. 

The other recommendation was that the appellate sections of a 
of the divisions be moved out of the divisions and put under the 
Solicitor General. That was not a proper recommendation because 
in the work of the appellate sections It was my strong belief that the 
have to be in the divisions where the work is going on, and follow the 
cases on a day by day basis. 

| reported « ally to Attorney General Clark that in my Opinio! 
neither of the recommendations shouk | be put into effect. He did 
ask me to write a report on it and I did not write a report on it. 

Mr. Keating. Thank you. 

Now to get back to the Lands Division and to refer to the othe: 
two sections—one a section and one a unit—in the titles section it 
is stated at page 5 of the record that it is greatly overstaffed and the 
reduction of its attorney personnel from 15 to 6 is recommended. 

Did you have any knowledge regarding that / 

Attorney General McGrarn. No. 

Mr. Kearina. Or Mr. Vanech’s effort to change it ? 

Attorney General McGratrnu. No; I didn’t, Mr. Congressman. 1 
think that you are assuming that the report of the FBI must of n 
essity be v: alid i in every respect. 

Mr. Keating. Oh, no; I would not know about that. I am inter 
ested in knowing what steps were taken in the Department, eithe1 
during your tenure, or the tenure of your predecessor, to determine the 
Vi lidity of these recommendations, and to do something about them. 

Attorney General McGraru. It was 4 to 5 years after the report 
was made that I became Attorney General. 

Mr. Keatina. I appreciate that. 

Attorney General McGrarn. And I knew nothing about it. 

Mr. Keating. At the moment we are referring to Mr. Vanech, who 
became the head of this division about a year after this report. 

Attorney General McGratn. Mr. Vanech was not the head of t] 
division at the time the report was made and you certainly would ex 
pect whoever was the head of the division to take such action as was 
warranted within the period of a year. I do not see how, by any 
stretch of the imagination you coulk | hold Mr. Vanech accountable for 
implementing this report. He probably had every right to assume 
that the valid recommendations of the FBI survey had been acted 
upon in accordance with the instructions of the Attorney General. 
You would not expect me D5 years later to come in and think they had 
not been carried into effect. 
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Mr. KEATING. You refe rred to his cood record as one of the actu 
ating motives in promoting him to the position as your deputy and I 
was anxious to know how familiar you were with his good record 
and whether a part of that good rec ord was the effort which he made to 
clear up these questions raised by the FBI. I am without knowledge 
on the subject and I am asking for your help. 

Attorney General McGrarn. All I can say, Congressman, is that 
I had been Attorney General for probably the greater part of 2 years, 
at the time I named Mr. Vanech and during all of that period, T had 
ever received a complaint in the slightest degree about the manner in 
which he was conducting his office. I am not aware that the com 
mittees of Congress—the Appropriations Committees particularly, 
that are watch dogs in these matters—had ever raised the slightest 
question about the efficiency of that office. 

Mr. Kearine. That is the basis for your characterization of his 
record as a good one ¢ 

Attorney General McGrarn. That is right. 

Mr. Kratinc. What investigation of his background and experl- 
ence did you make, or were you familiar with it at the time of naming 
him as your deputy ¢ 

Attorney General McGrarn. Well, I had known Mr. Vanech for 
probably the greater part of 20 years— 18 to 20 years in the Depart- 
ment. I knew that he was an honest, capab le, and efficient man. I 
had observed him carefully during the time that I served as the 
Solicitor General, and for the 2 years that I was Attorney General. 
I knew of no reason then nor do ] know of any reason now why the 
appointment should not have been made. I would say if any man 
in the Department of Justice had earned his promotion, Mr. Vanech 
earned the promotion he got to Deputy Attorney General. 

Mr. Keatine. Had he ever tried a case? 

Attorney General McGrarn. I am sure he tried cases in every 
court from the district court to the Supreme Court. 

Mr. Keating. And had at the time you named him ? 

Attorney General McGrati. Yes. 

Mr. Keating. And had argued on appeal ? 

Attorney General McGraru. Yes. 

Mr. Keating. And had written briefs 

Attorney General McGratru. On several occasions. 

Mr. Kratine. Are you familiar with the Peekskill Military Acad- 
emy in Peekskill, N. Y.? 

Attorney General McGrarn. No. I know where Peekskill is. 

Mr. Keattnc. You never heard of that institution ? 

Attorney General McGrarn. No. 

Mr. Ke ATING. Did you know that Mr. being listed himself in 
Who’s Who in America as having received a B. S. degree from the 
Peekskill Military Academy ? 

Attorney General McGrarn. I didn’t know that. I do not believe, 
in considering Mr. Vanech, it occurred to me to look into Who’s Who. 

Mr. Keatine. Do you know whether Peekskill Milit: ary Academy 
can give degrees under its charter ? 

Attorney General McGratn. Actually, I do not know anything 
about the school. I do not know what degrees it can give. 
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Mr. Keatina. May I say I talked this morning with the head 
master of Peekskill ilitayy Academy who says that they cannot 
and never have been chartered to grant degrees, at any time. 

In the light of that, if Mr. Vanech poses as having a B. S. degree 
from the Peekskill Military Academy and you knew today that 
Peekskill Military Academy could not grant degrees, would that 
be a factor in making a determination as to whether to appoint him 
your deputy ? 

Attorney General McGraru. I know Mr. Vanech well enough to 
know that he would not purposely make a misrepresentation but 
I could only answer you by saying that even if I had known he had 
gone to Peekskill I probably aa not have held that against him. 

Mr. Keatine. You know that Who’s Who in America makes up 
its biographies by obtaining them from the person listed in the 
book. 

Attorney General McGratn. Not always. Who’s Who in America 
has had biographies of me that were not factual. They supplement 
information that they get from the individual by other information 
that may be available to them in the community, newspapers, and so 
forth. 

Mr. Kearina. So it is your conclusion that if Who’s Who in Amer- 
ica lists Mr. Vanech, as it does, as having a B. S. degree from the 
Peekskill, N. Y., Military Academy, your conclusion would be that 
they obtained that information from some source other than Mr. 
Vanech ? 

Attorney General McGrarn. Well, I do not know where they ob- 
tained the information, and I do not care where they obtained it. 
The fact of the matter is that I did not look at Who’s Who to find out 
anything about Mr. Vanech, and I was not influenced in appointing 
him by Who’s Who, or by any other such self-serving directory. I 
appointed him on the merits as a man and as a lawyer and as I had 
come to know him over the years. I appointed him to be my deputy. 
I was willing to place my trust and the responsibility of my office in 
his hands. I feel exactly the way now as I did when I appointed him, 
and if I had it to do over again now I would be happy to reappoint 
him. 

Mr. Kratina. _ at would be true even though he had himself listed 
as receiving a B. S. degree from an institution which could not grant 
degrees—is that true? 

Attorney General McGratn. I know him well enough to know that 
he would not purposely make a misrepresentation, and I am not going 
to defend this thing because I do not know whether he said it or 
whether somebody else said it for him. I do not know whether the 
head master—whether he can give degrees or cannot give degrees. He 
has told you that he cannot give them. I suppose we can take his 
word for that. Where Who’s Who got that information, you will have 
to ask Who’s Who about, or perhaps Vanech can help you. 

Mr. Kerarine. You, of course, are listed in Who’s Who. In the case 
of your listing, was not the information furnished by you? 

Attorney General McGraru. From time to time I have responded 
to their requests for biographical information. 

Mr. Keating. That is their customary way of getting it, is it not? 

Attorney General McGraru. Yes; but I think they rely on sources 
other than the individual. 
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Mr. Keatine. But that would in no way—even though the facts 
were as stated by me, in Who’s Who, and even though that informa- 
tion was given by Mr. Vanech, that would not have any effect upon 
your decision, appointing him as your deputy ¢ 

Attorney General McGraru. It did not have any effect on me be- 
cause I did not know anything about it. 

Mr. Kearine. I appreciate that you did not, and I am endeavoring 
to find out how your mind would work today, if the problem were 
presented to you, as to appointing Mr. Vanech today, whether that, 
if known to you, would have an effect upon your decision. 

Attorney General McGraru. Well, it was not known to me, and I 
did not act on any information with respect to this matter. 

Mr. Keatinc. What Senators did you consult at the time that Mr. 
Vanech was named ? 

Attorney General McGrarn. Senator McMahon. 

Mr. Keatine. Of Connecticut ? 

Attorney General McoGrartu. Yes. 

Mr. Keating. That is where Mr. Vanech lived, at the time? 

Attorney General McGraru. Yes. I believe also Senator Benton, 
but I know I talked personally to Senator McMahon about it. 

Mr. Keatine. Was Mr. Vanech admitted to the District bar? 

Attorney General McGrarn. I don’t know whether he was or not. 
He had been practicing for years before the courts of the District. I 
do not know whether he practiced on the basis of his admission— 
many lawyers of our Department are not members of the District bar. 
They are members of the bars of other States. 

Mr. Kearinc. Do you know of what bar Mr. Vanech was a mem- 
ber at the time of his appointment ? 

Attorney General McGraru. He is a member of the bar of the 
Supreme Court of the United States, which to my way of thinking 
is probably all of the certification any lawyer needs. 

Mr. Keatrnc. That is done on motion, after you have practiced a 
certain number of years in the State, is it not ? 

Attorney General McGraru. It is done on motion after the Court 
is satisfied that the person possesses the necessary qualifications. 

Mr. Keratinc. Do you know to which State bar Mr. Vanech was 
admitted ? 

Attorney General McGraru. I was informed that he was admitted 
to the bar of the State of Tennessee. 

Mr. Kreative. Do you know when he was admitted to the bar in 
Tennessee ? 

Attorney General McGraru. No, sir. 

Mr. Keatine. Did you know when you appointed him? 

Attorney General McGraru. That he was a member of the bar of 
Tennessee / 

Mr. Keratine. Yes; and the year he was admitted. 

Attorney General McGrarn. I did not know that he was a member 
of that bar. I knew he was a member of the bar of the Supreme 
Court and had been a lawyer in the Department for many years. 

Mr. Keatiyg. Do you know whether he ever lived in Tennessee ? 

Attorney General McGratu. No. He had not within the time that I 
had known him. ; 

Mr. Keattna. He had always lived in Connecticut ? 

Attorney General McGrarn. Connecticut or Washington. 
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Mr. Kearinc. You have known him 18 or 20 years, would you say? 

Attorney General MoGrarn. Yes. I have known him since he first 
came here under the appointment of Attorney General Cummings, 
which I would say was around 1933 or 1924. 

Mr. Keating. During that time, he has lived in Connecticut and 
Washington ? 

Attorney General McGratru. Connecticut and Washington. 

Mr. Keating. Did you know that the Tennessee law required, for ad- 
mission to the bar, that a man must certify that he is a resident of 
Tennessee, and intends to practice law there? 

Attorney General McGrarn. I do not know what the requirements 
of the Tennessee bar are. 

Mr. Krarine. If the requirements of the Tennessee bar are as I have 
stated them, and if Mr. Vanech was never a resident of Tennessee and 
did not intend to practice law there, would it be an overstatement to 
say that he had committed a fraud on the Tennessee courts ? 

Attorney General McGrarn. Mr. Chairman, I am not going to 
answer hypothetical questions. I think you better lay the foundation 
for. whether or not these things are true. I am not going to sit here 
and put into this record a lot of answers to hypothetical situations 
that may or may not exist. 

Mr. Keartnc. Would you care to characterize the actions of any- 
one who seeks and gains admission to the bar of a State, which requires 
that he be a resident of the State and that he state that he is intending 
to practice law there, when he is in fact not a resident and does not 
intend to practice law there? 

Attorney General McGrarn. I would not care to comment on it at 
all because I do not know that those are the facts or what the law 
of Tennessee is so I shall not make any response to that question. 

Mr. Kratine. If those had been the facts and you had known of 
them at the time, would that have in any way affected your decision 
about naming Mr. Vanech as your deputy ? 

Attorney General McGrarn. I do not care to answer that question. 

Mr. Keattne. Will you launch an investigation into those facts? 

Attorney General McGrarn. No. 

Mr. Kearine. Do you feel that they are of sufficient importance 
that they deserve investigation ? 

Attorney General McGrarn. No. Mr. Vanech was approved for 
this appointment by the Senate of the United States. They passed 
their Judgment upon him and as far as I am concerned, I will let it 
stand at that. 

Mr. Kearine. Do you know whether the Senate knew of these facts 
when they confirmed his appointment ? 

Attorney General McGrarn. I do not know what the Senate knew. 
I know the Senate has the power to ascertain any facts it feels it 
needs with respect to a nominee before them. What they did in this 
case, I could as tell you. 

Mr. Keatine. Were these facts called to the attention of the Senate 
by you or anyone in your behalf? 

Attorney General McGrarn. No, sir. I could not call them to the 
Senate’s attention. I had no knowledge of them myself. 

Mr. Kearine. I want to ask you just a few questions about your 
special assistant, Mr. Newbold Morris. 
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How long had you known Mr. Morris prior to selecting him as 
special assistant ? 

Attorney General McGrarn. Three days. 

Mr. Krattne. Did he come to see you at your request ? 

Attorney General McGrarn. Yes. 

Mr. Keatinc. Who recommended him to you? 

Attorney General McGrarn. A number of people. He was included 
on a list of names that I was considering to try to get to take on this 
job. I probably checked his name with a half dozen people. I knew 
Mr. Newbold Morris as an outstanding citizen of New York. I was 
looking for somebody who was not associated in any way politically 
or otherwise with myself, with the Department or with the Pansideed. 
1 was looking for somebody who, if possible, would be of the opposite 
political party, but whose reputation around the country would be 
such that the work that he did would be accepted objectively by the 
people. 

Mr. Keatine. You had several such names ? 

Attorney General McGrarnu. Yes. I asked Mr. Morris to come 
down and see me and he did. We spent the greater part of 1 day 
together. I interviewed him at my home. 

Mr. Krattne. At vour home ? 

Attorney General McGrarnu. Yes. I did that because, if he was 
not going to take the job, I did not want to embarrass him by having 
it paraded all around the Department. We discussed it very thor- 
oughly. He finally said that he thought he was interested. 

Mr. Kerattne. Please let me get back first to the question as to who 
recommended him to you; do you recall that ? 

Attorney General McGrarn. He was on a list. The way his name 
came up, Congressman, was that we were considering among others, 
the possibility of getting Judge Learned Hand. We decided that the 
judge was not available because he was still sitting on important cases 
in New York. It was out of that discussion that Mr. Newbold Morris’ 
name came up, he being a son-in-law of Judge Learned Hand. 

Mr. Keatine. Who suggested his name? 

Attorney General McGrarnu. Well, if you ask me who first men 
tioned Newbold Morris, I do not think I can honestly tell you. I had 
been listening to names and putting them down on a list. 

Mr. Keating. Do you remember anyone who mentioned his name 

Attorney General McGrarn. I am sure I discussed it with Mr. 
Vanech. I discussed it with Mr. Ford. I discussed it with Mr. 
Duggan, I discussed it with the Solicitor General. I did not discuss 
it with the President before I ascertained that he was available. 

Mr. Keratine. As a matter of fact, he was recommended to you by 
Mr. Ford, was he not ? 

Attorney General McGraru. I do not believe that Mr. Ford was the 
first one to suggest his name. I believe that the name came from 
my own knowledge. I had been to New York to address a banquet 
given in honor of Learned and Augustus Hand only a month or so 
before that, and I had become interested in Newbold Morris—not 
Newbold Morris, particularly, but in another son-in-law of Learned 
Hand. 

This is a situation, Mr. Congressman, that when you have a job of 
this kind to do, there are a few names that come into mind. The name 
of Mr. Justice Roberts, Justice Patterson, and Mr. Wheeler were 
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being considered. I endeavored to secure another son-in-law of 
Learned Hand to come down and take over our Tax Division, he being 
a fairly expert tax lawyer in New York, and a Republican as nearly 
as I know. 

Mr. Keatrne. What is his name? 

Attorney General McGraru. Darrell. You may know him. He 
was recommended to me highly and that is the type of a person I was 
looking for at that time. 

Mr. Keatine. To succeed Mr. Caudle? 

Attorney General McGrarn. Yes. I could not get him and so these 
hearings started, and so we have gone along with the status quo. 

These names were always prominently in mind as a situation of this 
kind came up. The President had given me this job to do. I had 
searched diligently first for a formula as to how to do it and when I 
decided to appoint an assistant for the purpose then I had the addi- 
tional task of finding the man. 

As time went by—I want to say this: The newspapers get the im- 
pression that you are given a job of this kind to do today and to- 
morrow you are able to go out and pick the right man. It is not 
quite that easy. But some 2 to 3 weeks had gone by and the papers 
were pressing very hard.” I had processed several people, one at a 
time, only after 3 or 4 days of working on them, to find that they 
finally decided that they were not available. Mr. Morris’ name came 
up and I would say that the reason it occurred to me was because of 
that association. 

Mr. Kratinc. He was not your first selection ? 

Attorney General McGraru. No, my first selection was a past 
president of the American Bar Association who was good enough 
to come here and spend 3 days with me and go over the problem very 
thoroughly and then determined for personal reasons that he proba- 
bly could not do the job. I also discussed this matter with several 
very prominent Washington attorneys. I asked them for sugges- 
tions. In other words, I was trying to be just as diligent as I could 
be because I was most anxious to get this job started. I was under 
attack. People were saying, “McGrath isn’t doing anything,” and 
I was giving almost every waking moment of the day to trying to do 
something. 

Mr. Keattne. When you talked with Mr. Morris you say you did 
explain to him the scope of his duties? 

Attorney General McGratn. Yes, sir. 

Mr. Keatrna. In general, what did you outline to him as his duties ? 

Attorney General McGrarn. I told him that I wanted him to come 
here, that I would appoint him a Special Assistant Attorney Gen- 
eral; that we would make the facilities of the Department available. 
I contemplated that he would have the use of the FBI for such inves- 
tigations as he wanted to have made. 

Mr. Kratine. Would he have access to your files and documents? 

Attorney General McGrarnu. Yes, as an Assistant Attorney Gen- 
eral he could do that. I also told him that I wanted him to take any 
and all complaints that had been received, that we would invite 
complaints from the public with respect to public officials, they would 
be turned over to him for processing. That was the understanding 
that we reached. 
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Mr. Keattne. Did he understand—lI better not ask you what le 
understood. Did you indicate to him that it would be a full-time 
assignment ? ; 

Attorney General McGratu. Yes. He well understood that this 
assignment probably would take him from 4 to 6 months to accom- 
plish. 

Mr. Keatine. Did he understand it at that time, or only after he 
talked to the President ? 

Attorney General McGrartn. I was present when he talked to the 
President. I am sure he got no different impression from the Presi- 
dent than he had gotten from me. 

Mr. Keratina. He had not talked to the President apart from you? 

Attorney General McGraru. No. What happened was that after 
I had spent this considerable time with him talking about the possi- 
bility of his taking on the job, he said that he w: anted to go back to 
New York and discuss it with his family and with his partners. 

I said, “Well, that’s fine with me because I have not discussed your 
name with the President and I want to do that and if it is mutually 
agreeable to your folks and to him, I will contact you on the tele- 
phone and have you come down. If it is not agreeable to the Presi- 
dent or if it is not agreeable to your people, we will just forget the 
matter.” 

The reason I did that was that the other gentleman that I thought 
I had lined up had gone so far as to have him say to me practically, 
“T’ll take the job.” I had made an appointment with the President 
and about 2 hours before we were to keep the appointment he changed 
his mind. I did not want to get the President’s hopes up again and 
then have to go back again and say, “Well, I am sorry, it is a repeti- 
tion of what we have gone through before.” 

Mr. Keatinc. You took the matter up with the President prior to 
Mr. Morris coming down? 

Attorney General McGraru. Oh, yes. I went to see the President 
and told him what I had done. I mentioned the name. He said, 
“That’s a fine name.” He said, “As near as I know, he is a good man. 
I have always had a good opinion of him although I don’t know him 
personally.” 

The fact that he had been a prominent member of his party and 
had been the last Republican candidate for mayor of the city of New 
York, apparently with the blessing of the leader ‘ship of his party and 
his State, and there was no reason for me to question his character or 
ability. 

Mr. Kearttna. The fact that he was a Republican would not lead 
you to that conclusion, would it ? 

Attorney General McGrartu. I have a good opinion of some Re- 
publicans. 

Mr. Keating. I realize that. That is mutual with me and many 
Democrats. 

Attorney General McGrarn. I might say, particularly with regard 
to the Congressman who is speaking to me. 

Mr. Krattne. Thank you very much. 

Have you filled out this questionnaire that Mr. Morris has prepared 
as yet? 

Attorney General McGraru. No, sir. 
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Mr. Keatine. The date on that for its return is April 7, I believe. 
You are, of course, planning to fill one out. 

Attorney General McGraru. I am not sure, Mr. Congressman, 
whether I am or not. This matter of this questionnaire was not dis- 
cussed with Mr. Morris when he came here, nor was it discussed 
with me before he got the questionnaire out. I have the matter under 
consideration. 

Mr. Kearine. He did not discuss that with you before he got it 
out ¢ 

Attorney General McGrarn. No, sit 

Mr. Kearine. You have not yet decided whether you will, in- 
dividually, sign one? 

Attorney General McGrarn. I have not yet decided whether I will 
permit anybody in the Department, or advise anybody in the Govern- 
ment to do it. I may, Mr. Congressman. I just do not know. I 
have not done so yet. 

Mr. KreatinG. He delivered all of the questionnaires for the Justice 
Department to you personally, did he not ? 

Attorney General McGraru. Well, he sent them to the Department. 
He did not deliver them to me personally. 

Mr. Keatine. And you distributed those to the personnel. 

Attorney General McGrarn. No, sir. I do not intend to do so 
until I am satisfied that this is a proper procedure to subject Gov- 
ernment employees to. I may decide that favorably. I may decide 
it otherwise. 

Mr. Kearine. Of course, the time limit which he has placed on it 
is fast approaching. I believe it is April 7 and as I understand it— 
1 have not examined one of these but as I understand it they are rather 
comprehensive documents. Am I correct? 

Attorney General McGrarn. I will be glad to send one up for your 
perusal if you would like to see one. 

Mr. Keatinc. Have you looked it over yourself? 

Attorney General McGraru. Yes. 

Mr. Kratine. When do you expect to decide whether to sign one 
and to have your Department people sign them ¢ 

Attorney General McGraru. I just do not know, Congressman, 
when I will decide that. 

Mr. Keating. If you do sign such a questionnaire and deliver it 
to Mr. Morris, are you willing that this committee should have access 
to it? 

Attorney General McGrarn. Well, that is one of the problems that 
I have to decide, as to what security measures are going to be taken 
by Mr. Morris’ organization to protect the sanctity of the informa- 
tion—and I refer to it as that. 

Mr. Kearine. He is working under you, he is a special assistant to 
the Attorney General. Would it be up to you to lay down those rules 
for security? 

Attorney General McGratu. Well, I can classify the material as 
strictly confidential. Then it would only be available to this com- 
mittee or to anybody else by direct order of the President. That would 
be the case should I classify it as strictly confidential. That I un- 
doubtedly will do if we decide to take that course. 

Mr. Kearinc. Would that make that information unavailable to 
our committee ? 
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Attorney General McGrarn. That is right; unless the President 


orders it sent up here. 


Mr. Keatine. In other words, would it be in the category of income- 
tax returns ¢ 

Attorney General McGraru. Yes. 

Mr. Keattne. Now apart from the other people in the Department, 
would you have any objection to this committee having access to 
the questionnaire which you fill out personally ? 

Attorney General McGrarn. Well, I have not decided to fill it out, 
Mr. Congressman. 

Mr. Keatine. If you reached the decision to fill one out, would 
you then have any objection to our committee having access to it / 

Attorney General McGrarn. I will not treat myself any differently 
than I treat other Government employees. | have nothing to hi le 
in this information, but neither do I desire to be a personal hero with 
respect to the matter. The rules that are laid down for Government 
employees are going to apply to me as they will apply to anybody 
else. 

Mr. Keartne. Would you have any objection, individually, to this 
committee having access to your income-tax returns ? 

Attorney General McGraru. I have not decided that at all. 

Mr. Kearine. You are not prepared at the moment to decide i 

Attorney General McGrarn. No; I am not going to say ven” or 

~ oO. 

Mr. Kearina. I take it that if you have not yet decided whether 
to have the personnel in your Department fill out the questionnaire, 
you have not reached the decision as to whether a person will be dis- 
charged who refuses to fill one out. 

Attorney General McGraru. That will be up to the President, I 
guess. 

Mr. Keatine. Well, Mr. Morris has announced that he would re- 
quest the President to discharge anyone who refused to fill one out. 

Attorney General McGraru. Mr. Morris has made a lot of an- 
nouncements. I have not been able to keep up with all of them. 

Mr. Krartne. Has he consulted with you regarding these an- 
nouncements / 

Attorney General McGratu. No, sir. 

Mr. Keartnc. Have you attempted to exercise any control or super- 
vision over Mr. Morris’ activities ? 

Attorney General McGraru. No, sit 

Mr. Kearrne. Have you been in consultation with him, from time 
to time? 

Attorney General McGrarn. Once or twice. 

Mr. Keartina. In the light of what you know now, would you again 
appoint him as your Special Assistant ? 

Attorney General McGraru. No, sir. 

Mr. Keatine. Is Vernon Thompson still in the Department ? 

Attorney General McGraru. The name does not check with me, 
Congressman. 

Mr. Keartne. In 1945 he was in the Criminal Division. That name 
loes not ring a bell with you ? 

Attorney General McGratu. No, it does not. Mr. Duggan ad- 
vises me that he is still with the Department as an investigator in the 
Court of Claims Section. 
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Mr. Kearinea. He is in the Claims Division. I am sorry. I misled 
you on that. He is still in the Claims Division ? 

Attorney General MoGratn. That is what I am informed. 

Mr. Kearine. Are you familiar with the report of the FBI, 

1945, with regard to conditions in the Claims Division with reference 
to attorney personnel ? 

Attorney General McGratu. No, sir. I never reviewed that report. 
Since I became Attorney General, I assume it was a matter which was 
5 years’ old and any value to the report had been taken advantage of 
and the recommendations either put into effect or discarded. 

Mr. Keatinc. Please appreciate that | am well aware of the fact 
that this is a report of 1945 when your predecessor was the Attorney 
General and my questions are not directed to any question of the pres- 
ent administration, except as you have knowledge of it. 

Attorney General McGrarn. I understand. 

Mr. Keattnc. Can you tell me whether or not the same conditions 
exist today in the Claims Division which are described in this report 
as existing in 1945, when they said that a good many of the attorneys— 
are appointed because of their political affiliations, and if at any time they are 
displeased with anything connected with their work they can go to their political 
connection, Who may in turn insist-that consideration be extended to the par- 
ticular employee. This does not always promote the most efficient and capable 
staff of employees. 

Now, is that the condition today ? 

Attorney General McGrarn. No; it is not, Congressman. Our 
problem today is to recruit good lawyers and keep good lawyers in 
the Department. 

I may say with respect to the Claims Division that it has made a 
wonderful record. I think the figures will show, when we furnish 
them to you, that since I became Attorney General we have handled 
more claims in the period of 2 years than have been handled in the 
previous 4 years. I would say that the Claims Division ranks very 
high in efficiency at the present time. It is headed by Mr. Holmes 
Baldridge, who is a very excellent administrator and an excellent 
lawyer. 

Mr. Keatina. Where did he come from ? 

Attorney General McGraru. He has been in the Department for 
many years. He comes from Oklahoma. 

Mr. Krartne. So that you would say that the conditions described 
by the FBI in 1945 no longer obtain in the Claims Division of your 
Department ? 

Attorney General McGrartu. It could no longer pertain because the 
situation is greatly changed now since the passage of the Tort Claims 
Act and many other acts of Congress which has just overloaded the 
Claims Division with types of work that did not exist back in 1945. 

Mr. Kerarina. I take it you are not familiar with recommendations 
in the FBI report with regard to the Criminal Division ? 

Attorney General McGraru. I could give you the same answer with 
respect to all the divisions except the one with which I was concerned 
at the time, that of the Office of Solicitor General, and I have explained 
my actions in that regard. 

Mr. Keatina. In the Criminal Division, they receive investigative 
reports from the FBI; do they not? 

Attorney General McGrarnu. Yes. 
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Mr. Keating. Those are sometimes routed to the United States attor- 
neys in the field ? 

Attorney General McGrarn. Yes. Sometimes they go to the 
United States attorneys in the field. They goto the Criminal Division 
and in certain categories they come to me. ‘That is usually confined 
to internal-security matters and matters pertaining to the Communist 
operations in Government. The normal criminal investigations do 
not come to me. 

Mr. Kearine. Are you aware of the fact that in 1945 these investi- 
gative reports were routed through the Criminal Division and simply 
initialed at a rate which would make it impossible to digest them or 
pay any attention to them. 

Attorney General McGrarn. I do not know that that is so. 

Mr. Keatine. Is that true today? 

Attorney General McGrarn. I do not think so. 

Mr. Keating. I call your attention to the report of the FBI appear- 
ing on page 10 of the Criminal Division: That, as an exainp le, for 
approximately 1 hour during the survey one girl was observed t 
handle 372 reports, of which 2 were selected for routing to the ase 
head for further attention. The remainder were initialed for the 
files. Has that situation been cleared up, where approximately 372 
reports are handled in an hour, or more than 6 in a minute? 

Attorney General McGrarn. Obviously, I cannot give you detailed 
answers to that. The Assistant Attorneys General in the various divi- 
sions are available to you. They handle the work of their offices; they 
are responsible for them, and I think you could get first-hand informa- 
tion from them. 

I would not know, Mr. Congressman, how Mr. McInerney handles 
his files. I would not know how he handles FBI reports in his Division. 

Mr. Keating. Has it ever come to your attention the manner in 
which the FBI reports are handled in the Criminal Division? That 
has never been the subject of discussion ? 

Attorney General McGraru. No; I do not recall any discussion like 
that. 

Mr. Keatinc. Do the United States attorneys advise the Depart- 
ment when criminal defendants appeal from a conviction? 

Attorney General McGrarn. They advise the Department of the 
result of every case in the district. They have to do that because we 
always have to decide when we lose a case whether we are going to 
take an appeal. Of course, in criminal cases, where the jury acquits, 
there is no appeal as far as the Government is concerned. 

We are advised and it moves on into the appellate section of the 
particular division involved. In this instance it would be the Criminal 
Division, and the Appellate Section usually prepares the necessary 
briefs on appeal, and that might be sent back to the United States 
attorney with instructions for him to handle the matter in the appel- 
late court; or if it is of sufficient importance, we would appoint special 
counsel who are better trained, or who are specialists in appellate work, 
to go to the circuit and argue the case in the court of appeals. 

Mr. KeartineG. Now, is it a matter of your own knowledge that the 
Department is advised when criminal defendants appeal, or is it simply 
that that is the instruction that you have given / 

Attorney General McGraru. I am sure that is covered by instruc- 
tions to the United States attorneys, and I am sure all of them do it. 
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Mr. Keating. Do you know whether they are being lived up to? 

Attorney General McGraru. I have never heard that they were not. 

Mr. Kearine. The report of the FBI in 1945 points out that the 
United States attorneys are under instructions, but at the present time 
these instructions are not being lived up to. 

Now, do you feel that that condition has been corrected ? 

Attorney General McGraru. I would be willing to say so; yes. 

Mr. Krarine. Are there high-salaried attorneys in the Criminal 
Division with little to do, as the FBI reported there were in 1945? 

Attorney General McGrarn. I don’t believe so. 

Mr. Kearine. And there are not, as the FBI reported at page 33, 
attorneys in these higher-salaried brackets who are not busy or who 
are not fully employed ¢ 

Attorney General McGraru. I do not believe there are any lawyers 
in the Department who are not fully employed at the present time. 

Mr. Keartina. Is there in the Tax Division an oxermtating of at- 
torneys, as is reporte «dl at page 3 of the survey in 1945? 

Attorney General Mc ‘Gratu. That Division has bee ‘n greatly under- 
staffed. In order to make the record which we have made recently, 
we have had to borrow attorneys from other places and put them in 
there. 

Mr. Keatine. That is in the last year since the Tax Division has 
stepped up the number of cases it is handling? 

Attorney General McGraru. I would say, generally speaking, the 
Tax Division has been understaffed rather than overstaffed. 

Mr. Kearine. You do not mean to say that was true in 1945? 

Attorney General McGrarn. I am not sure that it was not. Again, 
Congressman, I do not think that you ought to assume the validity 
of everything that is in this report. It may be the view of one or two 
men who made the survey. They might have been e xperts in the tax 
field and they might not have been. I do not know who wrote the 
report. The Tax Division is one in which we require greater skill 
and — specialists in tax work, and you do not lay a good tax man 
off 1 week because there happens to be fewer cases, and then hope 
to i. able to get him back 10 days later or 2 woth later. I would 
say, for the most part, that these men are kept extremely busy. They 
have peak seasons. They may havea lull. The measure of work done 
in the Tax Division depends entirely upon the matters referred to it 
by the Bureau of Internal Revenue. 

Mr. Kearttne. Has the situation changed in the Tax Division since 
1945, when it was reported that there was no investigation as to the 
character or fitness of the employees in that Division ¢ 

Attorney General McGrarn. All the employees coming into the 
Department now are investigated. 

Mr. Keating. When did you put that into effect? 

Attorney General McGraru. That has been in effect since I became 
Attorney General. 

Mr. Keatine. Did that include Mr. Morris when he came in? 

Attorney General McGrarn. Mr. Morris was a different situation. 
Mr. Morris was not looking for the job. We were looking for some- 
body to take on the job. I felt I had a right to rely on Mr. Morris’ 
public reputation to have him do this special job. 

Mr. Kearine. Are they still playing the piano in the room in the 
Immigration and Naturalization Service, which interferes with the 
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work of the Service, as reported by the FBI on page 3 of the Immigra- 
tion and Naturalization section ¢ 

You have never known of any piano playing up there? 

Attorney General McGratnu. No. 

Mr. Krarina. On page 5 of the section relating to the Immigration 
and Naturalization Service appears this notation—— 

Attorney General McoGrarnH. That looks to me like a lot of little 
carping criticisms, and if the whole report is based upon things of 
that type, I think it is hardly worth your time or mine in analyzing it. 

Mr. Keating. I threw that in, in an endeavor to lighten the inter- 
view here a little bit, if 1 could. 1 assure you that is a very minor 
matter in this report. 

Attorney General McGrarn. We try to keep up morale in the vari- 
ous divisions. ‘There may be an occasion when we would assemble 
the employees in the great hall, or Immigration might assemble its 
employees to hear an appeal of the Red Cross or the Community Chest 
and upon an occasion like that, somebody might play a piano or 
somebody might sing the Star-Spangled Banner. I do not think we 
ought to be condemned for that. 

Mr. Kearine. I appreciate that and 1 commend you. The piano 
playing referred to on page 3 of the report is a constant matter and 
something which interferes with the work of the personnel, and that 
I take it you would know nothing about now. 

Attorney General McGrarn. No. 

Mr. Kratine. On page 9 of the report it is again suggested that 
all employees be investigated, and then it is said that— 

A vigorous personnel program be inaugurated and that prompt administrative 
action be taken in those cases where employees are found incapable of efficiently 
performing the duties assigned to them and conducting themselves in a business- 
like manner. 

There is a notation by the representative of the Department who 
went over this report: 

Every time we try this there is a protest and appeal to the Department and 
political intercessions, rendering some of our efforts nugatory. If we can get 
assurance that we can proceed without molestation, we are willing to try again. 
The FBI probably based this recommendation in the light of its own personnel 
procedures. We do not seem to be able to get away with the actions which they 
take. 

May I ask you whether this condition still exists in the Immigra- 
tion and Naturalization Service or whether it has been cleared up? 

Attorney General McGrarn. If it ever existed it does not exist now. 

[ may further say that, at least since I have been Attorney General, 
I have been bothered to a minimum by people interceding for some- 
body to keep their jobs. The opposite is true. I spend a good part 
of my time urging people not to leave the Department but to stay with 
us and to resist opportunities that are offered on the outside. We have 
had situations where we would welcome a suggestion that a good 
lawyer was available. We get them. We get some from Members of 
Congress, occasionally, but I can’t recall a single instance where any- 
body ever put any pressure on me to keep somebody we did not want 
to keep. 

Mr. Kearina. SARS, Sat, Cae NSE SON Omeee 

Attorney General McGraru. We have had a few instances of dis- 
charges. 


22983—52—pt. 1 
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Mr. Keattna. You have discharged lawyers ¢ 

Attorney General McGrarn. Yes. One of these cases that you 
speak about in this list of cases was a discharged United States attor- 
ney. There are discharged marshals. 

Mr. Keatine. Any of the attorneys in the Department ¢ 

Attorney General McGrarn. Yes; I think so. If you ask me to be 
specific I will have to check the records but attorneys are from time 
to time let go. They might not be discharged but it is indicated to 
them that it is all right with the Department if they want to resign. 

Mr. Keatine. That is all, Mr. Chairman. 

Mr. Cue.r. I have more questions that I would like to ask but in 
all deference to the members of the committee, I am now going to ask 
Mr. Ramsay, the next in line, if he has any questions. 

Mr. Ramsay. I have two or three. 

Mr. Attorney General, I have before me here an outline of your 
Department’s activities for the past several years. I would like to 
ask you a few brief questions with regard to those. 

In the field of Communists and subversive activities, what action 
has been taken by the Department of Justice during the time that you 
have been attorney General of the United States ¢ 

Attorney General McGrarn. I think I could say, Mr. Congressman, 
that I have been most vigorous in that field. I probably have given 
more personal attention to that than anything else because I have re- 
garded it as the major problem before the Departme nt. We secured 
the conviction, as you know, of the 11 top Communists. We carried 
their appeals through the Supreme Court and have had them sustained. 
After establishing basic law upon which to proceed, we then went after 
the second-string Communist groups in various parts of the country 
and as of today, we have 55, I believe, second-string Communists un- 
der indictment, all the way from New York to Honolulu. I believe 
the trial started this week in New York of the second-string group 
which took over the management of the party after we jailed the first 
group. Iam very proud of the record the Department has established 
in that field. 

We have, of course, been very diligent in having to meet all sorts of 
obstructionist motions with respect to rights of the Attorney General 
to exclude, on the ground of communism. We have pressed forward 
with our hearing before the Subversive Controls Board under the 
McCarran Act. We are subjected, of course, to all sorts of delaying 
tactics which is the Communistic technique but under our system 
there is nothing we can do except patiently try to meet that. 

We have answered in court for the various acts of the Attorney 
General in matters of exclusion, matters of listing subversive organi- 
zations. That record is really a very fine one. 

Mr. Ramsay. Now would you state just about the number of such 

case you have undertaken during your term? 

Attorney General McGraru. In the sec ond-string group, I think 
there are probi ably seven cases in that group. I do not have the figures 
accurately in mind. That would be ‘exclusive of the original li. I 
could not tell you, Mr. Congressman, exactly what the number of 
cases is in all of these other categories which attack the procedures 
of the Department, causing Bie people to register, excluding them, 
and listing subversive organizations. I would be ver y happy to gather 
some statistics to put into this record. 
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Mr. Ramsay. I wish you would. 

Attorney General McGrarn. I will do that. 

Mr. Ramsay. How does your record compare with former records 
on this subject ? 

Attorney General MoGrartu. I think it far outstrips former rec- 
ords but I say that only because the issue seemed to reach a climax 
at the time that I became Attorney General, or shortly before 
that. Congress and the country generally were awakened to the 
danger of ‘this situation only within recent years and it probably 
coincides with the time I became Attorney General so my record 
far surpasses that of my predecessors, for that reason. I have no 
feeling at all that they would not have made just as fine a record if 
issues were crystallized at the time that they were in office. 

Mr. Ramsay. It has been said, of course, and it is true, that there 
has been and still are statements being made publicly that organized 
crime is flourishing in various parts of the country. 

What action have you taken to combat these conditions ? 

Attorney General McGraru. Well, Mr. Congressman, I think my 
record is an excellent one in that regard. Before the Congress took 
any steps with respect to its investigations I called a conference of 
law-enforcement officials here in Washington which consisted of rep- 
resentatives of the Attorney General, the attorneys general of the 
States, both organizations of mayors sent a delegation; the municipal 
law officers were represented; the group was here re presenting dis- 
trict attorneys, and our own United States attorneys. We discussed 
the problem very thoroughly, as a result of which we drafted a re- 
port and drafted legislation. That legislation was presented to the 
Congress and we supported it before the committees. 

The passage of the anti-slot-machine measure was a direct result 
of that conference. We recommended Federal legislation with respect 
to racing services that has not yet been implemented by the Congress. 

I next proceeded to have grand juries sitting in every Federal dis- 
trict in the United States to cooperate with local law-enforcement 
offices. I instructed every United States attorney that he was to con- 
fer with every law-enforcement officer in every field, municipal and 
State; in the narcotics field with all the Federal agents, and to have 
them available to appear before the grand jury to give testimony as to 
the conditions of law enforcement within their district. 

I further instructed that all material developed before those grand 
juries, if found not to be wholly in the Federal jurisdiction, would 
be turned over to local law-enforcement officers. 

We have held a great many of those grand juries. Others are in 
the process of being held, and I think that great good will come 
out of it. 

When I appeared before the Kefauver committee, I made the 
original suggestion that at least once a year Federal and State grand 
juries should meet for the purpose of conferring with local law- 
enforcement officers on conditions within their territory. For my 
part, I implemented that by ordering Federal grand juries all over 
the United States. 

Mr. Ramsay. That is entirely novel with you, is it not? 

Attorney General McGraru. It was never done before and was 
never suggested before. I think if it were followed up by the States’ 
attorneys general in their field and by district attorneys in their 








62 INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


field, that it would go far to meet the problem of law enforcement 
in the United States. 

I have done everything, Mr. Congressman, that I have been able 
to think of to use the powers of the Federal Government without at 
the same time trying to encroach upon or take over to ourselves func- 
tions that do not belong to the Federal Government. We will be able, 
after these grand juries are through, to provide a great wealth of in- 
formation to local enforcement officers. 

Mr. Ramsay. You have been asked by the other members questions 
concerning criminal prosecutions. What record has your Department 
made during your term of performance with respect to the number 
of cases prosecuted ¢ 

Attorney General McGraru. I think they probably surpass or sub- 
stantially surpass any record heretofore made in the Department. 
There again I would have to prepare myself with accurate figures to 
present to you, but I think I can say that the number of cases 
presented and the number of convictions obtained during the last 2 
years will set a record. 

Mr. Ramsay. You have not said anything yet about narcotics 
cases. Have you had many of those? 

Attorney General McGraru. Again I think I can say that our 
record in the narcotics field surpasses anything that heretofore has 
been done in the Government except during, probably, one term. 
There was a terrific drive put on during the early days of World War 
II. Idonot know how our present figures would stack up against that. 

As you know, the Department is limited in that field where the nar- 
cotics cases have to be made for us by the Treasury agents. We are 
therefore limited to what they present to us. 

I think you will find that an outstanding job has been done in the 
narcotics field. That did not include the great number that have 
been recently rounded up in the Treasury drive throughout the United 
States, a drive which is still continuing. 

Mr. Ramsay. Coming to the all-important question of the hour, 
since you have been Attorney General what is the record of your 
Department with respect to the number of income tax fraud cases 
prosecuted ¢ 

Attorney General McGraru. The Department issued a statement 

vesterday and we did it because there are a lot of demands from 
newspapers as to what the record was. We usually get this inquiry 
shortly following the close of the statutory period, which is March 
15. Might I submit this statement for the record 2 
(The document referred to is as follows :) 


For release to Sunday papers March 30, 1952. 
DEPARTMENT OF JUSTICE 


The Tax Division of the Department of Justice announced today that statistics 
reveal that a record number of criminal tax-evasion cases has been forwarded 
from the Department of Justice for presentation to grand juries by United States 
attorneys in every section of the country in the past 4 months. 

Since November 1, 1951, approximately 450 cases have been approved for 
prosecution. This is twice the number of cases sent out for prosecution in any 
comparable period in the last 10 years. Only 178 cases were sent out during the 
same period last year and 198 in the previous year. 

It should be emphasized that the Department of Justice does not conduct inves- 
tigations of tax violations, but receives all such cases from the Treasury Depart- 
ment after investigations by Treasury agents. 
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In these cases the Government claims that taxes of about $25 million were 
evaded by the individuals and corporations involved in the cases sent out since 
November 1. Along with fines and jail sentences, each tax evader may be liable 
for payment of additional 50 percent fraud penalties and interest on the taxes 
owed to the United States Government. 

Indictments have already been returned in the majority of cases transmitted 
to the United States attorneys, and the remainder a be presented to grand 
juries in the near future. In those cases where the statute of limitations has 
threatened to prevent prosecution, complaints have ri filed to protect the 
Government’s interest. 

Many known underworld characters, including gamblers, numbers operators 
and racketeers are in thelist of persons indicted. Among them is Frank A, 
Erickson, who is alleged to have evaded $145,000 in taxes during 1945 and 1946 
Also indicted was Salvatore Sollazzo, a central figure in the basketball bribe 
cases who allegedly evaded taxes of $268,000. Sam Beard, Washington, D. C 
gambler, is charged with evasion of taxes in excess of $1,600,000 for the years 
1945 through 1947. James J. Carroll, St. Louis bookmaker, is charged with 
failing to file returns required by the Internal Revenue Code 

Although there is an increasing number of Cases involving underworld char 
acters, the majority of income-tax prosecutions continues to be against persons 
engaged in seemingly legitimate business or professional activities 

Attorney General McGratu. I might say, since 1951, approximately 
450 cases have been approved for prosecution. This is twice the num- 
ber of cases sent out for prosecution in any comparable period during 
the past 10 years. One hundred and se venty-eight cases were sent out 
during the same period last year, and 198 in the previous year. 

I want to point out, as this statement does, that the Department 
of Justice does not conduct investigations of tax violation. All our 
information and investigation upon which we proceed in these cases 
must come from the Treasury Department and investigations made 
by Treasury agents. 

Mr. Ramsay. How does the number of tax cases you have handled 
compare with that of former Attorneys General during their terms in 
office ? 

Attorney General McGrarn. I would say there is about a 100-per- 
cent increase. I want to reiterate, Mr. Congressman, that great im- 
petus has been given to this matter by the King committee’s investiga- 
tion, and it would simply mean that we are getting more cases from 
the Treasury Department than we got before. The impression has 
gone abroad thoughout the country that somehow or another the De- 
partment can make tax cases. We cannot dothat. We can only prose- 
cute the cases that come to us from Treasury. 

We have set up some proceedings that are different. For instance, 
the Department now receives a tax case direct from the agents in the 
field, which results in our getting more cases and getting them faster. 
Formerly the agents in the field sent their cases into the Treasury ; 
they were reviewed there and such as they wished to send over to us 
for our opinion or our action would be sent over. That process has 
been done away with. We have eliminated that intermediary step 
and the tax cases now come to us direct from the agents in the field. 
We hope to be able, over a period of time, to so equip our various 
United States attorneys’ offices so that certain of these cases will not 
even have to come to us, that we might eventually have a set-up where 
the agents in the field can make a direct referral. 

We have a good deal of work to do in that regard because, as I 
think all of you gentlemen know who are lawyers, the average. United 
States attorney’s office needs considerable help with regard to most 
tax cases. We feel we can do a better job and help the United States 
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attorneys to make proper presentation of their cases if we first have 
them processed in the Department by men who are experts in this 
field. 

Again I want to say in the Tax Division of the Department probably 
65 to 70 percent, if not more, of the attorneys have been with us for 
18 to 20 years or more. Many of them predate the present Democratic 
administration. It has been their life’s work; they are experts at it 
and really they do a good job and deserve a word of praise for it. 

These cases come into the Department; they are passed down to 
these men and the work is done and they are passed on to the Assistant 
Attorney General and on out to the field. 

Mr. Ramsay. I believe nothing has been said about civil litiga- 
tion. I am just wondering if that has not increased largely. 

Attorney General McGrarn. I mentioned in response to one of 
Congressman Keating’s questions, I believe, that in the last 2 years 
we have handled more cases in the civil field than were handled in 
that field in the previous 4 years. 

Mr. Ramsay. Will you state briefly the activities of the Antitrust 
Division during your term of office? 

Attorney General McGraru. The Antitrust Division has been very 
active during my term in office. I am a strong believer in the anti- 
trust laws. We have brought a good many important cases. I would 
say that probably we have more activity in the antitrust field today 
than we have ever had in the history of the Department. 

We have the situation, of course, where we have a defense build- up, 
but for the most part the defense officials have been very sympathetic 
to our proceedings in this field because they realize the great value of 
antitrust suits breaking up monopolies, which enables them to buy 
defense materials cheaper and to get more people in the field. 

Mr. Charles Wilson has been very understanding and very coopera- 
tive in this particular problem. Where the monopoly might be devot- 
ing its talents clearly to the Government, we have had cases where 
they have requested that we suspend going forward with the particular 
antitrust case. That has not happened often, but it has happened 
in a few instances. 

As you know, Congress gave to the Antitrust Division a very exten- 
sive responsibility and power in the Defense Production Act. It 
required us to police all trade agreements; to see to it that all indus- 
try committees are properly organized and staffed, and presided over 
by a Government official. The Attorney General is charged under 
that act with making periodical reports to the President with respect 
to the effect of the defense effort on the antitrust laws. I have written 
two or three reports to the President pointing out some of the changes 
and some of the things that we have done in this regard. I would be 
happy if the committee would put copies of those reports into its 
official files. 

Mr. Ramsay. Can you think of anything else we ought to know 
about that you have discussed, about the operation of your Depart- 
ment ? 

Attorney General McGrarn. Well offhand I do not, Mr. Congress- 
man. We have pretty well discussed the various divisions of the 
Department. The operations are so vast and the number of cases 
that we have is so great that you could, of course, go on and discuss 
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indefinitely the nature of our work, but for a general summation I 
think that I have given it to you as best I can. 

Mr. Ramsay. Mr. Chairman, that is all I have. 

Mr. Cuetr. Mr. Hillings, do you have any questions / 

Mr. Hinuines. Mr. Chairman, I have a number of questions. 

Mr. CHELF. For the purposes ot the record let it be noted that Mr. 
Rogers stepped out but a quorum is still here. 

Mr. Hivures. I will try to make my questions brief and reserve 
the right to ask further questions after other members have had a 
chance to ask questions. 

I would like to go back to your subordinate in the Department, Mr. 
Vanech. Mr. Vanech was brought to Washington originally by Brien 
McMahon, now Senator Brien McMahon. 

Attorney General McGrarn. No. I think he was brought by Gen- 
eral Cummings. 

Mr. Hitiines. Brien McMahon was head of the Criminal Division 
of the Department during the early stages of Mr. Vanech’s incumbency 
there, was he not ? 

Attorney General McGratru. No; I think McMahon became head 
of the Criminal Division at some later period. There have been a 
number of heads of that Division and I do not remember the order 
in which they served, but my recollection of the situation is that 
Vanech was brought here by General Cummings. 

Now, they are all from Connecticut. Whether McMahon recom- 
mended him, I would not be able to say. 

Mr. Hitsines. I think you testified earlier that you have known 
Mr. Vanech 18 or 20 years, and he joined the Department as a clerk 
in 1933, that he was not an attorney at the time of his original employ- 
ment. Is that correct ? 

Attorney General McGrarn. Yes. 

Mr. Hitirnes. Do you know exactly when Mr. Vanech graduated 
from law school ? 

Attorney General McGrarn. No. 

Mr. Hitaiines. Was it not in about 1936, at the Washington School 
of Law? 

Attorney Gener: al McGraru. I have said I do not know. I could 
not say whether it was 1936 or 1934. I do not know. 

Mr. Hitzines. When you appointed him Deputy Attorney General 
you did not look into that? 

Attorney General McGraru. I never questioned his capacity or 
ability. 

Mr. Hitirnes. Do you know whether he ever failed to pass a Dis- 
trict of Columbia bar examination ? 

Attorney General McGrarn. That I could not answer. 

Mr. Hitires. Do you have any we ination for the fact that after 
being graduated from law school, in 1936, for 4 years thereafter he 
did not become an attorney? He did not become an attorney until 
1940, May 7,in Tennessee. Is there any reason why he waited 4 years 
from the time he finished law school until the time he became an 
attorney ? 

Attorney General McGratru. You will have to ask him. 

Mr. Hitirnes. It would have certainly been to his advantage to 
become an attorney as early-as possible during that 4-year period 
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because he probably would have received a promotion in the Depart- 
ment. Is that not right ? 

Attorney General McGrarn. I am sure it was his ambition to be 
come an attorney, and I am sure he was striving toward that end at 
all times. 

Mr. Hitiines. Now, I think you testified earlier, also, that you were 
not familiar with the Supreme Court Rules of Tennessee. IT have a 
photostat here of the Admission of Attorneys Rules in the Supreme 
Court of Tennessee. I would like to read a couple of portions from 
those rules as they existed in 1940. 

This is rule 36, under the heading 


Admission of attorneys.” 

Admission to the bar of this court will be allowed upon motion, the applicant 
appearing in open court and representing through a reputable member of the 
bar that he is a citizen of this State, a man of good moral character, has been 
duly licensed to practice law under the statutes of this State, and that he intends 
to reside here permanently and practice his profession. Citizens of this and other 
States who do not intend to practice their profession regularly in the courts of 
this State will not be admitted. 

Then rule No. 37 in the 1940 rules as they existed for the Supreme 
Court of Tennessee. 

Subsection 4, under “Licensing of attorneys,” it says: 

The application papers shall be such as to satisfy the board (1) that the appli- 
cant is a citizen of the United States; (2) that he intends to reside permanently 
in Tennessee and practice his profession; * * *, 

Then subsection 5. 

The applicant shall furnish to the board as part of his application a certified 
transcript from the county court of his residence as required by section 9972 
of the code, and such other evidence as the board may require; also a certificate 
of one or more reputable attorneys or the dean of a law school showing that 
he has completed the required study of law and has completed the course of 
study set out in rule 6 
I think you also testified that so far as you knew throughout the year 

1940 Mr. Vanech was employed by the Justice De partment. Is that 
right ¢ 

Attorney General McGratn. That is right. 

Mr. Hituimes. And you said as far as you knew he did not live in 
Tennessee or practice law in Tennessee throughout the year of 1940? 

Attorney General McGrarn. I just suppose, Mr. Congressman, that 
Tennessee, like other States, has some rule or regulation for the admis- 
sion of nonresidents to its bar. I would have to check that, but I 
know that it is common practice. I cannot conceive of a State that 
would not make some provision for the admission of nonresidents. 

Mr. Hir1ines. The Tennessee Supreme Court Rules further pro- 
vide that nonresident attorneys desiring to argue a case in which they 
have been employed will, by comity, be allowed to do so when pre- 
sented by a member of the bar in their court. 

As far as I have been able to ascertain, there is no provision for a 
nonresident who has we a previously an attorney to become ad- 
mitted to practice law in Tennessee and be given a license for that 
purpose. 

Attorney General McGrarnu. T think you should do more research 
because I just happen to know—I do not speak with reference to Ten- 
nessee, but we have many attorneys in our Department who are mem- 
bers of several bars—members of the Massachusetts bar, the Rhode 
Island bar, the Connecticut bar; people practicing up in my section of 











_ 


INVESTIGATION OF THE DEPARTMENT OF JUSTICE 67 


the State where the territory is not too vast who get themselves ad- 
mitted to the various bars and there is provision made for nonresident 
admission. 

Mr. Hires. Do those admissions not apply though where the man 
has been previously admitted in another jurisdiction and then is ad- 
mitted on motion 1n these other jurisdic tions of which you spoke / 

Attorney General McGrarn. They have provisions where you can 
take the examination. 

Mr. Hitirnes. Now, would you think it at all peculiar, particularly 
in view of the fact that you were considering the man for appoint- 
ment to the second top post, or the next important post under your 
leadership in the Department of Justice, would you not think it some- 
what peculiar where that man has graduated from law school in 1936, 
but apparently does nothing about qualifying as an attorney for 4 
years even though it would mean a Department promotion? Then 
goes to Tennessee to be admitted to practice law. You recognize 
that he has apparently never lived in ‘Tennessee or practiced law in 
Tennessee ¢ 

Attorney General McGrarn. It would not be peculiar to me. I 
knew Vanech as a practicing attorney in the Department of Justice. 
[ knew that he had gotten a master’s degree in law at Catholic Univer- 
sity Law School. I knew that he had tried cases in all courts of the 
District of Columbia. There was nothing very peculiar about. that 
that would raise any question in my mind, and it does not raise any 
question in my mind now. 

I think, Mr. Congressman, that if you check, you probably will find 
that there is some provision in the law of Tennessee by which Mr. 
Vanech was able to be admitted. I do not know what it is, but I just 
have a feeling that you will find it. 

Mr. Hitiines. I might say, Mr. Chairman and Mr. McGrath, that 
I would like to read for our record some additional facts that have 
come to my attention with regard to some investigation of this matter, 
and also as a result of some information provided by a number of our 
colleagues, including the gentleman from Missouri. Mr. Curtis. I 
point out a few of those things right now. 

The city directories and phone books for the city of Washington, 
in the years 1939, 1940, 1941, disclose that Mr. Vanech resided at 2927 
Connecticut Avenue NW., Washington, and it lists the phone number. 

A check has also shown that Mr. Vanech was registered to vote and 
did vote in the State of Connecticut in 1940, the same year he was ad- 
mitted to practice law in Tennessee. 

Attorney General McGrarn. If he was admitted as a nonresident 
of Tennessee, I see nothing wrong with that. 

Mr. Hitures. In view of the fact though that the reading of the 
Supreme Court bar rules specifically sets out in the requirements for 
admission that a man must intend to reside in the State and be a 
citizen—if at the same time he voted in another State it would cer- 
tainly tend to indicate that he did not intend to abide by that particular 
provision of he law, would it not ? 

Attorney General McGrarn. Well, Iam not sure that your research 
on the law of Tennessee has been as exhaustive as it might otherwise be. 

Mr. Hiiines. Mr. Chairman, the information brought to my atten- 
tion further shows that Mr. Vanech scored a rate of 302 on the Ten- 
nessee bar examination. The grade required was 300. He failed one 
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subject and barely passed—75 was the passing grade on the other 
and made satisfactory grades in the others to qualify. 

The application which Mr. Vanech filled out for admission to the 
bar contains a number of questions. For example, question 4: 

Are you a citizen of the United States? 
and then— 

)f Tennessee? 

How long have you lived in the United States? In Tennessee? 

Date you became a resident of Tennessee. 

How long have you resided at your present address (City and State)? Sinc 
about 

Then question 19 which I am informed by the bar examiners of 
Tennessee, Mr. Vanech was required to answer. 

Is it your intention to reside permanently and practice law in Tennessee? If 
so, where? 

That would have to be signed under oath to make him qualified to 
practice law in Tennessee according to the Tennessee Board of Bar 
oo 1's. 

I again point out that at the same time and in the same year, Mr. 
Gananl ‘+h was registered to vote and did vote in the State of Connecticut. 
He is currently listed in the Federal Register as a resident of the 
Fourth Congressional District of the State of Connecticut. 

If he is not admitted to practice law in the District of Columbia, 
can he practice before the District of Columbia courts as Deputy 
Attorney General ¢ 

Attorney General McGratu. Yes; that is a comity that is given to 
lawyers in the Department. As a matter of fact, Mr. Vanech would 
not have to be a member of any bar to be appointed Deputy Attorney 
General. The office requires the appointment of someone learned in 
the law. 

Mr. Hiniines. You do not know who sponsored his admission to 
practice in Tennessee, do you ? 

Attorney General McGraru. No. 

Mr. Hittrnes. Iam informed that it was Mr. Horace Ferguson who, 
at the time, was United States attorney in Tennessee. 

Attorney General McGraru. I would not know about that. 

Mr. Hines. I presume also you do not know whether he paid dues 
to the Tennessee State bar or whether he paid a poll tax in Tennessee, 
or any information along that line ? 

Attorney General Mc Grari. I would not know. 

Mr. Hitxines. In view of what you previously said about the im- 
portance of the post of Deputy Attorney General, in view of your 
most recent comment a minute ago, would it not be your thought that 
the Deputy Attorney General of the United States should be a man far 
above reproach; should be a man so well respected in his profession 
that there certainly could be no question as to his qualifications or as 
to his admission to practice his profession ? 

Attorney General McGrarrn. I think that is the kind of a man we 
have. I do not think there is a person in Washington or anywhere in 
the United States who could say that Mr. Vanech is not above re- 
proach in any degree. 

Mr. Hutxrines. But still you did not check all of this material prior 
to his appointment. Is that right? 
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Attorney General McGrarn. Of course not. 

Mr. Hitirnes. You mentioned earlier that Mr. Vanech was admit- 
ted to practice before the Supreme Court. That was about 1944; is 
that not correct ¢ 

Attorney General McGraru. I do not know. 

Mr. Hittrnes. Do you know who his sponsors were before the Court.? 

Attorney General McGratu. No. 

Mr. Hires. I believe one of them was Senator Estes Kefauver 
whoa was then a Member of the House of Representatives; is that 
correct ¢ 

Attorney General McGrarn. He would have to get sponsors from 
the State where he was originally admitted. Under the rules of the 
Supreme Court you have to be sponsored by two members of the bar 
of that State who are also members of the bar of the Supreme Court, 
so it is quite logical that he probably asked Estes to sponsor him. 

Mr. Hiturnes. And Homer Cummings, I believe, was one of his 
sponsors too, or do you know ? 

Attorney General McGrarn. The Supreme Court rule is that you 
have to have two sponsors from the State of your admission. Mr. 
Cummings may be a member of the bar of ‘Tennessee. 

Mr. Hitzrnegs. Previously in your testimony you stated that you did 
not feel there was any need for an FBI investigation at the present 
time of a number of your subordinates; is that correct 4 

Attorney General McGrarn. That is right. 

Mr. Hires. Is it not true that Mr. Vanech is currently under 
investigation by the FBI? 

Attorney General McGraru. I am not aware of it. 

Mr. Hitirnes. You did not order any investigation of Mr. Vanech ¢ 

Attorney General McGrarn. No. 

Mr. Hitiines. Could the FBI act of its own volition and conduct 
such an investigation without your being informed of it / 

Attorney General McGraru. Mr. Vanech may have ordered it; I 
do not know. I did not order it. 

Mr. Hiturnes. I understand that the FBI is currently conducting 
an investigation of the facts surrounding the admission of Mr. Vanech 
to practice law, and some other related matters. 

Attorney General McGrarn. I am glad they are doing that. That 
will clear the record. 

Mr. Hinuines. I think in fairness to Mr. Vanech, Mr. Chairman, 
if Mr. Vanech would like to appear before our committee in the near 
future he may. 

Mr. Cue tr. I think that is only fair. At a later time we will invite 
Mr. Vanech to come up and speak for himself. 

Mr. Hivirnes. I have another question on another of your sub- 
ordinates in the Department of Justice. I go back again to your 
previous testimony and refer to Mr. Newbold Morris. Do you know 
Mr. Joseph Casey ¢ 

Attorney General McGraru. I know him; yes. 

Mr. Huuines. Did Mr. Casey make any recommendation as to the 
appointment of Mr. Morris to be special assistant to the Attorney 
General ? 

Attorney General McGraru. No, sir. I have not seen Mr. Casey 
to speak to him since he was a Member of Congress. 
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Mr. Hitiines. Did you know at the time of Mr. Morris’ appoint 
ment that the Department of Justice was considering libel action | 
admiralty to recover one of the tankers owned by the foundation whic! 
he heads? 

Attorney General McGratu. No; I did not. 

Mr. Hives. If you had known it, would that have influenced 
your position on the appointment of Mr. Morris? 

Attorney General McGrarnu. It would have caused me to ask hin 
some questions about it. 

Mr. Hinurnes. And no one in the Department of Justice informed 
vou that that action was then being contemplated ¢ 

Attorney General McGratni. Well, my contemplated appointment 
of Mr. Morris. or recommendation of Mr. Morris for this appoint 
ment, to the President was not generally discussed throughout the 
Department. I discussed it with Mr. Duggan and Mw. Vanech and 
with the Solicitor General. This was not the type of thing that you 
let everybody in the Department know what you are thinking about. 
It came to a culmination rather rapidly within 2 or 3 days, so I had 
no reason or basis for receiving this information. I am sure if Mr. 
Morris thought that he had done anything wrong in that, that he 
would have completely advised me about it. I think Mr. Morris is 
intellectually honest. 

Mr. Hinuinés. Previous to Mr. Morris’ appointment, did you know 
that Mr. Morris had contacted Mrs. Frieda Hennock, of the FCC, 
concerning a fine for the illegal activities of radio operators on the 
tankers run by his firm ? 

Attorney General McGraru. No; I did not know anything about 
those things until they were developed by the Senate committee. 

Mr. Hiuuines. You did not know Mrs. Hennock referred Mr. Morris 
to certain other people in important positions in Washington and 
subsequently his fine was reduced from $800,000 to $8,000 4 

Attorney General McGrartnu. I did not know anything about that, 
nor did he tell me. 

Mr. Hituines. Mr. Morris never volunteered that information when 
you talked to him? 

Attorney General McGrarnu. No. 

Mr. Hixxines. Is it not true, though, that the Justice Department 
is currently investigating the so-called tanker deal with the prospect 
of some action by the Department ? 

Attorney General McGrarn. There is action pending in the De- 
partment. I do not know what the eventual outcome will be. 

Mr. Hinuras. Would Mr. Morris’ appointment be somewhat em 
barrassing to the Department if it desires to proceed with such prose 
eution ¢ 

Attorney General McGrarn. It depends on what we find is neces 
sary to be done. Lam not prepared to say that it would be embar 
rassing to him. Iam sure that Mr. Morris’ character is such that if 
he felt any sense of wrongdoing he would not have accepted this 
position, but would have advised me of it. I think he probably feels 
that he is perfectly in the clear. “Maybe he is. I am not going to 
prejudge him. 

Mr. Hitiuines. Mr. McGrath, I did not ask you whether it would 
embarrass Mr. Morris. I think we might concede that it would. My 
question was, would not Mr. Morris’ appointment at this time, with 
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this action pending, embarrass the Department of Justice with regard 
to its carrying out action ¢ 

Attorney General McGrarn. I would have to determine what 
action is contemplated. 

Mr. Hitirinés. In other words, you do not know at this time what 
action may be contemplated against the special assistant to your 
office / 

Attorney General McGratnu. No: it has not been determined. 

Mr. Hivuines. And it was never checked into prior to his appoint 
ment or since his appointment / 

Attorney General McGraru. I knew nothing about it. Certainly 
it was not checked into. 

Mr. HILuines. Do you not think it would be rather difficult for 
Mr. Morris. and rather embarrassing, to investigate the Justice De 
partment since his foundation owns all the stock in this corporation 
which is now under investigation by the De ‘partment / 

Attorney General McGratnu. That is a decision for Mr. Morris to 
make. 

Mr. Hiturnas. Is it not at all like lv that Mr. Morris might be in 
clined to go easy on his investigation of the Justice De ‘partment in 
view of the fact that this action by the Department m: iy be pending ¢ 

Attorney General McGraru. I think he is an honorable man. I 
think he will perform his duty as he sees it. 

Mr. Hinaines. On the point of the Morris questionnaire, since you 
are the chief law-enforcement officer of the Government, will not your 
decision as to whether or not you will answer the Morris question- 
naire directly affect the actions of the other departments in deciding 
whether or not they too would answer such a questionnaire / 

Attorney General McGrarn. It undoubtedly will. 

Mr. Hitires. In other words, your decision may be controlling as 
to whether Mr. Morris is going to have his questionnaires acted upon 
by the other agencies of Government / 

Attorney General McGraru. It could have that effect. 

Mr. Hitiines. Now, I want to pick up another matter right at this 
point that was raised in a newspaper article that appeared about 
March 17. It appears in the Providence Journal, March 17,1952. I 
would like to read from the article. 

The headline says, “McGrath believes his race, religion, at stake 
in probe. Tells Eire Society he will have something to say that will 
‘shake country.’ ’ 

Attorney General McGrath, in a cryptic speech here last night, suggested 
broadly that current investigations in Washington spring from factors of “race 
and religion.” 

McGrath, an Irish Catholic whose Justice Department is under congressional 
probe in Washington and who has been asked to report on his own financial 
affairs, was an unscheduled speaker at the annual dinner of the Elmwood Sons 
and Daughters of Eire in the Narragansett Hotel. 

He said that “our faith and our race are at stake’ and that he would “meet 
the issue—do not be afraid.” , 

“When the clouds have passed,” he continued, “I will have something to 
say that will shake this country as it never has been before—as it has not been 
disturbed by reason of a man’s race and religion.” 

Later he declined to elaborate on his remarks but from this dinner he went 
to one in the Indian Room of the same hotel, the annual dinner of the Bire 
Society of Rhode Island, where he said: 

“IT am now bearing a great burden, not particularly against me, but against 
things which I stand for and other men of higher position stand for, and that 
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are near and dear to the Irish heart. I will remain steadfast. There is no 
reason to do otherwise.” 
And then another quote in the story: 


“When the darkness has passed and the influences born right here in Provi- 
dence among certain influential publications, Howard McGrath’s name will be 
written large in the honored history of the country.” 


Then later again in another quote from the story: 


“I carry a great burden,” McGrath continued. “Neither I nor my cause will 
be destroyed by the forces of evil brought against us. I take this occasion to 
come once more before the Elmwood Sons and Daughters of Hire on the eve 
of St. Patrick’s Day. I am happy to be here, and I break bread with you with 
the same faith I had on the first night that you invited me. 

“Self-pity gets no one anywhere, and pity isn’t necessary. Our faith and our 

race are at stake, and I shall meet that issue, do not be afraid.” 
Well now, Mr. McGrath, I might say as one member of this com- 
mittee I was quite shocked by this story. Does the story quote you 
correctly, as you remember the comments you made on that particu- 
lar occasion ? 

Attorney General McGrara. I do not care to testify as to quotes 
from the Providence Journal. I have only this to say, Mr. Chairman 
and members of the committee, that I have my own opinions. How- 
ever, I want to make it perfec tly clear that the motivating force be- 
hind that statement did not relate to this committee nor to any mem- 
ber of it. 

Mr. Huurnes. Mr. McGrath, where did you get the idea that any 
investigation of the Department of Justice or any action along such 
lines would be prompted by factors of race and religion ? 

Attorney General McGrarn. I am entitled to my ideas based upon 
the knowledge that I have of situations that exist. 

Mr. Hixi1Nes. But you do not wish to present any such informa- 
tion which forms the basis of your statement ? 

Attorney General McGrarn. I certainly do not wish to expand on 
what I have said at this time. 

Mr. Hiturnes. What do you mean when you say that you will make 
a statement that will shake this country as it has never been before? 

Attorney General McGratu. When I get ready to make my state- 
ment, / will make it; not before. 

Mr. Hitirnes. You would not add anything to it at this time? 

Attorney General McGrarn. No, sir. 

Mr. Hitirnes. Mr. McGrath, I certainly want to assure you, and 
I think the chairman of the committee made it clear in his initial 
comments in our first meeting on Wednesday of last week, that this 
committee is interested in obta aining facts. I am startled and amazed 
to find that the Attorney General of the United States would endeavor 
to bring questions of race and religion into an investigation of this 
kind and I can assure you that there is no question of race and religion 
involved in this committee’s investigation, or in any other action 
that I know of that may be pending in regard to the investigation of 
the Department of Justice. 

Attorney General McGratn. I did not say there was with respect to 
this committee. 

Mr. Hiuurnes. I think that was the general inference. 
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Attorney General McGratu. You can draw any inference you like 
and your conscience can bother you as much as it likes, but I have 
told you it had no reference to this committee or any member of it. 

Mr. Hizuines. Mr. McGrath, you are a public figure. You are a 
member of the’Cabinet of the President of the United States. It seems 
to me to make that kind of a statement will immediately give rise in 
the public mind that either the investigation or the activities by this 
committee might be prompted by race or religion and I have seen 
no evidence of your repudiating that statement or clarifying it up to 
this time. 

I want you to know there are at least three of us on this committee 
that have the same faith as you, and I also claim Irish heritage. There 
will be no question of race and religion in this investigation and I 
think to try to infer that would only have the effect of damaging the 
committee’s activities. I hope that you can clarify that point insofar 
us this committee is concerned. 

I wanted to ask a couple more questions that came up in the previous 
interrogation. One is the question about the work in the Department 
in disposing of and prosecuting Communist subversives. In the cur- 
rent articles appearing in the Saturday Evening Post offered by 
Whittaker Chambers, the charge was made that Mr. Chambers was 
about to be prosecuted himself by the Department of Justice, and that 
in an effort apparently to protect Mr. Hiss—were you Attorney Gen- 
eral at the time of the Hiss-Chambers controversy ¢ 

Attorney General McGratu. No. 

Mr. Hixirnes. You were not? 

Attorney General McGrarn. No. 

Mr. Hitirnes. Has any information come to your attention of possi- 
ble action of the Department in that regard ¢ 

Attorney General McGrarn. No. 

Mr. Hiu1nes. Now, previously a question was asked about the 
case load in the Department of Justice and you said, I believe, that 
presently the cases are considerably larger in volume than ever before. 
Is that right ? 

Attorney General McGrarn. I think generally speaking that is 
true, 

Mr. Hiturnes. Well, the reports from the Commissioner of Internal 
Revenue indicate that in 1950 penal cases referred to the Depart- 
ment of Justice for prosecution were 464. You were Attorney Gen- 
eral at that time ? 

Attorney General McGraru. When was this? 

Mr. Hitures. In 1950. 

Attorney General McGrarn.. Yes. 

Mr. Hivireas. In 1951, the Commissioner of Internal Revenue 
also reports that the cases referred to the Department of Justice for 
prosecution were 465. In other words, there was but one more case 
referred to the Department for prosecution in 1951 over the cases re- 
ferred in 1950. That does not tend to bear out the statement that you 
make. 

Attorney General McGraru. The figures speak for themselves. 

Mr. Hiuin6s. In other words, there may not be a great increase 
at the present time; is that right? 
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Attorney General McGraru. That is not true. 

Mr. Hitiines. Could you clarify the record on that poimt? 

Attorney General McGratru. No. No; I cannot clarify it. 

Mr. Hitires. Mr. Chairman, that is all the questions I have 
thistime. I will defer to some of the others. 

Mr. Cue.r. Let the Chair make the statement that he has sought 
to gain permission from the House to sit while and during the tin 
the House is in session. That permission has been denied us and so for 
that reason we would like to recess until Wednesday morning. 

General, will that suit you, at 10 o'clock ¢ 

‘Tomorrow morning we have a full committee meeting and therefor¢ 
we are unable to secure the facilities here in this room. I am just 
wondering if it would suit your convenience. 

Attorney General McGrarn. I think so. 

Mr. Cuetr. We will recess then until Wednesday morning at 10 
o'clock. F 

Attorney General McGraru. If there is any reason, we will com 
municate with you. 

(Whereupon, at 12:25 p. m., the subcommittee recessed, to re 
convene at the call of the Chair. 
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House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE To INVESTIGATE THI 
DEPARTMENT OF JUSTICE OF THI 
CoMMITTEE ON THE JUDICIARY, 
Washington, D. ¢ 

The subcommittee met, pursuant to recess, at 10 a. m., in room 346, 
House Office Building, Hon. Frank L. Chelf (chairman of the sub 
committee) presiding. 

Present: Messrs. Chelf (chairman of the subcommittee), Ramsay, 
Rodino, Rogers, Keating, Hillings, and Bakewell. 

Also present: Stephen A. Mitchell, chief counsel, and Robert A. 
Collier, assistant counsel and chief investigator to the committee. 

Mr. Cuextr. The committee will come to order. 

I would like to request that as soon as the proceedings get under 
way the photographers refrain from taking any pictures while and 
during we are in session. They may take all the -y want before we 
start and immediately thereafter, but we are governed by the rules of 
the House and no pictures will be permitted during the course of the 
hearing. 

Mr. Morris, I want to take this opportunity on behalf of the com- 
mittee to welcome you here this morning and thank you for your 
attendance. We have asked you to appear here before us today in 
order that we may determine whether there is any information in 
your possession regarding the matters that fall within the scope of 
the investigation of this committee. 

We do not want to make it appear that this committee is investigat- 
ing the former investigator. Nevertheless, the subcommittee feels 
that if you have any information of value to the subcommittee that 
is in your possession that should be furnished to us, we would be very 
grateful to have it. If you have any preliminary statement to m: ake, 
we would appreciate it, likewise if you could reduce it to a minimum 
because of the question of time. 

Inasmuch as the Chair has questioned Mr. MeGrath, Mr. Keating, 
and other members, I— 

Mr. Keatinc. The Chair has not questioned Mr. Keating, but Mr. 
Keating questioned Mr. McGrath. 

Mr. Cuetr. That is right. 

Mr. HitirNes. Is the witness going to be sworn ? 

Mr. Cuetr. Yes: and after he is sworn we will allow Mr. Rodino 
to propound any questions he may have. 
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Will you stand and be sworn? Do you solemnly swear that th: 
testimony you will give before this committee will be the truth, th: 
whole truth, and nothing but the truth, so help you God? 


Mr. Morris. I do. 


TESTIMONY OF NEWBOLD MORRIS, FORMER SPECIAL ASSISTANT 
TO THE ATTORNEY GENERAL 


Mr. Cuetr. Before I turn this over to Mr. Rodino, who is next 
line, I believe IT would like to ask you one or twe questions. 

Is it true that you had sufficient evidence in one or two cases whi 
would warrant or merit a grand-jury investigation insofar as th: 
Department of Justice is concerned ? 

Mr. Morris. Mr. Chairman, I will have to answer that question by 
saying “No,” and I will give you an explanation if you desire one. 

Mr. Cuetr. We would like to have an explanation if you feel yo 
can give it to us, 

Mr. Morris. This could be the preliminary statement you asked m 
to make in explanation of my answer to your first question. 

As you know, even better than I do, it takes a long while to mount 
an investigation. I think this subcommittee started planning and 
programing just about the time I did. I had a very useful opportunits 
to meet with this subcommittee in executive session when the President 
first asked for powers of subpena in order to enable me to build up 
cases for the grand jury and, failing to win your confidence, or th 
confidence of the Senate and the House, I had a long talk with the 
Attorney General, the last one we had, and it was at that time that 
he was in agreement that the only method of proceeding would be t« 
impanel a special grand jury and to use that special grand jury foi 
the purpose of compelling the appearance of witnesses and the pro 
duction of testimony. That is a little different from the ordinary idea 
of a Federal grand jury where you must go in with facts whic h war 
rant the conclusion that a crime has been committed and ask for : 
indictment. The idea is more similar to grand juries in States, lik 
in my own State, as Congressman Keating can tell you. 

In Brooklyn the Kings County grand jury has been investigating 
for 2 years and they have uncovered a great many facts which h: ay 
led to indictments and convictions. The grand-jury method of 
vestigation is a little more cumbersome and tedious than giving et 
of subpena to any given investigator. Nevertheless, it is a very usefu 
function because it means that our fellow citizens have taken custody) 
and responsibility for investigation which might have gone on lon; 
after I had been retired at the end of the year, assuming that m 
duties would have continued without any interference. 

For that reason I can only tell you that my investigation was jus 
mounted, we were just going to get off the ground on Monday of th 
week, so I am afraid I cannot turn over any facts to you. 

All the files in my office were taken over by the Department o! 
Justice men who moved in immediately after my involuntary retir 
ment. They took charge of the files and have them now. 

Mr. Cuevr. I understand, Mr. Morris, of course you did surrende: 
the files that you had in your possession, but I am just wondering i! 
at this time you are in a position to furnish this committee fron 
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memory, sans files, so to speak, anything definite, specific or concrete 
that you in your opinion think may be helpful to the committee in 
trying to discharge the duty that has been placed upon it, to wit, the 
: vestigation of the office of the Attor ney General and the Department 
Justice. In other words, if you could give us any leads from 
ma that we might pursue. 

Mr. Morris. Mr. Chairman, they are not in my memory because 
really for all of 2 months, whenever matters came in requiring inves- 
tigation, I would turn them over for investigation, for instance, to 
(ieorge White who was assigned to my office on loan, his pay being 
reimbursable from the Treasury Department. I did turn over quite 
a few complaints or letters to him and he was in the process of inves- 
tigating them when we were liquidated. 

Mr. Cuextr. Did your counsel have in his possession any facts or 

formation that he has not surrendered to the Department after you 
left ? 

Mr. Morris. No, sir. I am pretty sure he turned everything over. 
I saw him go off with nothing but his suitcase, and I am sure he did 
not take any papers with him. In fact, we discussed the question of 
whether any copies should be taken out. I said we had better bend 
over backward and make sure that Justice had everything. 

Mr. Cuexr. Did you experience any difficulty or troub le in secur ing 
iny files from the Department of Justice to help you in your inves- 
tigation? In other words, did you make any request for any par- 
ticular files? 

Mr. Morris. Any specific files ? 

Mr. Cuetr. Yes, sir, of any kind or description, and did you receive 
any cooperation from the Department of Justice ? 

Mr. Morris. We received complete cooperation from the Depart- 
ment of Justice until, pursuant to the last conversation I had with 
the Attorney General, I asked my special counsel to go over and confer 
with him about the investigation in his Department that was going to 
commence the very next day, and although no specific files of cases were 
requested at that time permission was sought to go through files of 
undisposed-of prosecutions to find out why prosecutions had been 
dropped or why the statute of limitations had been permitted to run, 
ind various other matters, such as in the Alien Property Custodian’s 
Office; why certain alien property or the securities in foreign com- 
panies which had been taken over by the Enemy Alien Property Cus- 
todian, why they had not been offered for sale to the United States 
public. There are a number of properties which are still being admin- 
stered there, and it seems a rather long time has been taken to admin- 
ster them so long after the war. 

Mr. Cuetr. At any time, Mr. Morris, were you permitted or able 
to secure any files and personally examine them, or was your counsel 
permitted to examine any files? 

Mr. Morris. We were assured that we would be able to until my 
counsel was sitting across the desk from the Attorney General himself 
ind asked for his engagement book, his diary, the records of his tele- 
phone calls during the last 3 years, and all personnel files, as you know, 
in the Department, the jackets; you know there are personnel records 
of every key officer in the Department of Justice, including the United 
States attorneys in the field. 
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Mr. Cuexr. In other words, as I understand it, you were promised 
support and cooperation, but I take it from what you have just said 
that you did not secure that cooperation ¢ 

Mr. Morris. When the investigation moved right into the Attorne y 
General's office it was right there, starting the next morning, that th 
resistance was apparent. In fact, my chief counsel, Colonel Becke: 
was advised that he could not have any of those records. 

Mr. Cueir. Was any reason given as to why you would not be per 
mitted to examine certain files there in the office of the Attorney 
General ¢ 

Mr. Morris. Just an arbitrary reply that they would not be avail 
able. I want to be fair. Ido not want to leave anything out. He said 

If there are any specific files you want, that is a different matter, but to com} 
through the records in each one of the divisions and get my own engagement 
book, and so forth, that is out. 

Mr. Cretr. If you have had that much cooperation, you have had 
more than this committee has had, because this committee had requested 
specific files, 11 to be exact, some 3 weeks ago tomorrow, and we hav« 
not even had the courtesy of a reply as to why we have been denied 
the opportunity to have those files. I just wanted you to know that 
you were not the only one who experienced any difficulty along 
that line. 

At this time, however, I do not want to take any more time. |] 
think I will pass the questioning to Mr. Rodino. 

Mr. Ropino. Mr. Morris, you were at no time, however, refused any 
specific files since you made no such demand; is that right ? 

Mr. Morris. I had not yet made any such demand; no. 

Mr. Ropino. Will vou tell me when you first met the Attorney Gen 
eral to discuss the appointment as Assistant Attorney General ? 

Mr. Morris. Wednesday, January—I guess that would have been 
the 30th because I think Friday was the 1 Ist of April. Without a 
calendar before me—and I am under oath—I think that is the correct 
date. 

Mr. Rogers. February 1 and not April. You said April 1. 

Mr. Morris. February 1 was Friday and that was the day I was 
sworn in and my first meeting with him was Wednesday, January 3( 

Mr. Roprno. In your acceptance e of the post as an Assistant rota \ 
General, did you discuss with the then Attor ney General the mode and 
conduct of your investigation ‘ 

Mr. Morris. Prior to my appointment ¢ 

Mr. Ropino. Yes. 

Mr. Morris. No. 

Mr. Ropino. Did you at any time discuss the mode and conduct of 
the investigation which you had proposed to undertake with th: 
Attorney General ¢ 

Mr. Morris. Yes; over a period of time, with him and some of his 
key assistants with whom he asked me to discuss it. 

Mr. Ropixo. Did you discuss with the Attorney General the questioi 
of the questionnaire which you had developed ¢ 

Mr. Morris. Do you mean did I discuss the method of approach in 
the questionnaires, in inquiring into various personal outside business 
and so forth? Yes; I discussed the fact that a questionnaire would 
go out, but I did not seek his advice, nor did I discuss the items in the 
questionnaire, nor did I with anyone in the administration, because | 
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anted to say truthfully that I had done this without any insistence 
from those whom I was planning to investigate. 

Mr. Roprno. Did you discuss with him the possibility of securing 
subpena powers ¢ 

Mr. Morrts. The possibility of securing subpena powers / 

Mr. Ropino. That is right. 

Mr. Morris. We discussed that many times and how it would be 
nossible to conduct an investigation, and that is how we came about 
with the special-grand-jury idea 

Mr. Roprno. What was the attitude of the Attorney General at 
this time ? 

Mr. Morris. The powers of subpena ¢ 

Mr. Ropino. That is right. 

Mr. Morris. Well, we thought that we had the joint resolution to you 
gentlemen and the President’s message, and I had frequent discussions 
with Mr. Duggan, who was evidently in charge of the bill drafting and 
the drafting of these orders and so forth and possibly helped with the 
President’s message. I think the Attorney General delegated all 
that to Mr. Duggan, and I kept in touch with him. 

Mr. Roptno. Would you say that the action of the Attorney General 
it this time, which was be fore you made a spee ific request for his 
personal data, the calendar, and the occasion book—was his attitude 
ne of cooperation up until then / 

Mr. Morris. I think I better take less of your time and say I could 
not say quite that; no. I could not say that his state of mind was 
one of eagerness. 

Mr. Roprno. I believe I have seen a notice in the papers that from 


the very beginning and up until about March 26 everything was 


-weetness and light between vou and the Attorney General, and that 
ie seemed to think you were the man he wanted to conduct that 
nvestigation. 

Mr. Morris. Yes: we were on pretty good terms until the day after 
the questionnaires were delivered to the Department of Justice. 
The next day it was apparent that we were not on very good terms, 
and it was during a period of 2 weeks when I was un: able to see the 
Attorney General, because of several other appointments, something 
evidently happened which changed his attitude toward me person: ally. 
It happened the day after the questionnaires were delivered by me 1n 
person. I left them with the Solicitor General in his absence. 

Mr. Roptno. Was this prior to your requesting him, or your coun- 
sel’s requesting the Attorney General for the data book ¢ 

Mr. Morris. Yes. This was prior to the last time I saw him, when 
we had a long lunch conference, and the purpose of that conference, 
when he finally agreed to see me again, was to resolve any differences 
we had; to get back to, if possible, terms of cordiality which had been 
maintained up until the time the questionnaires arrived, and I thought 
everything was straightened out. I left with the idea that a grand 
jury would be convened, and I was going to discuss that with certain 
people who had had grand-jury experience, including one in his 
office, and then we were going to go to work on that in the next week. 
The next week was when he appeared before you gentlemen. 

Chronologically, the day after that luncheon conference was the 
day Colonel Becker went to see him and something happened to snap 
our cordiality again, so that when he appeared before this committee 
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he made the statement that he did: that he would not have appoints 
Mr. Morris if he had it to do over again. I believe that was befo: 
you gentlemen. 

Mr. Ropino. Mr. Morris, it has been stated that you may have wou 
up with a Federal judgeship as a reward for undertaking this job a 
special assistant to the Attorney General. Is there any truth to tha 
statement ¢ 

Mr. Morris. That statement was a sort of repetition of remark 
that I often make to young men when they go into politics. If they 
are admitted to the bar, I tell them, “Now, you have two choice 
You can either fight for the things you believe in, or decide to be 
party regular; and if you are a lawyer and you obey the orders of 
your political bosses it is very possible and even probable that yo 
might not be able to escape anything less than a judgeship.” 

The way that remark came up was that I was talking to an ok 
friend of mine who was a reporter, and he said, “Well, why didn’t you 
sit there in your branch of the Department of Justice and read report 
and come up. with nothing and possibly there would have been some 
— for you if you hi id?” 

said, “Well, I can’t think of anything but a Federal judgeship.’ 

4 in answer to.your question, I was not offered one at any time 

Mr. Roprno. The Attorney General did not offer you any judgeship 
for undertaking this job? 

Mr. Morris. No, sir. I was only referring to Murray Davis, a r 
porter, and some of the things I told him. He gave a short sentenc 
that made it look as though it might be that way, but it was not. 

Mr. Roprno. Mr. Morris, you talk about the investigators in your 
Department. How many investigators did you have in your Depart 
ment until the time of your involuntary retirement ¢ 

Mr. Morris. That is a pretty easy question because I did not want 
to take on staff until we got into high gear. We could not get into 
high gear until we received powers of subpena from Congress, or som 
substitute machinery such as the grand-jurv method; so that is why 
you might have read about a lot of empty desks. I would rather have 
empty desks than idle people. There was only one whom you might 

say was an investigator, and that was George White, of whom I told 

you. However, there was a young lawyer from Boston who was in- 
trigued by the idea of investigating; so he joined George White and 
worked with him. 

Then I had a top assistant, a deputy who spent his time program 
ing the approach to departments. I do not want to get into that 
because it would not answer your question, but I am trying to explain 
why they were so busy programing details, just to get going. 

Mr. Roprxo. I can understand this was at the ver Vv beginning. 

Mr. Morris. To answer your question, there are only 11 or possibly 
adozen. One came in too late to get on the payroll. There were 11 or 
12 nonclerical or nonstenographic employees whom you might say 
were involved in investigating work, or would have been. 

Mr. Roptno. Did you know these investigators personally, and 
were they your personal choice ? 

Mr. Morris. Yes. 

Mr. Ropino. Had you checked into their background ? 

Mr. Morris. Oh, yes. They were people of unimpeachable repu 
tation. 
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Mr. Roprno. Had you had a loyalty check conducted of these people ? 

Mr. Morris. A loyalty check would require anywhere from 6 weeks 
to 2 months; so the arrangement that we had was a name check which 
would put them on the payroll, and a loyalty check meanwhile would 
proc a and if any supicion of disloyalty was raised that individual 
would go out. Otherwise the investigation never could have gotten 
coing at all if we had to wait for 6 months, 6 weeks, or 2 months, or 
even longer for a complete loyalty check. 

Mr. Roprno. In other words, you were satisfied with their back- 
grounds ! 

Mr. Morris. Yes; just as the Attorney General was satisfied with 
my personal background. 

‘Mr. Roprno. Will you state who those people are / 

Mr. Morris. Morton Baum, who was former tax counsel in the 
LaGuardia administration and whom I have known for 20 years. 

Willard Carmel, who for 20 years was an employee in the New 
York City Department of Investigation. 

Alice Kupferman, who was a young |: idy attorney, 24 years of age, 
whom I have known since she was a child, and knew her father for 
many years. 

Col. Samuel Becker, who was chief counsel and who was at one 
time counsel to the Governor of Wisconsin, and associated with Mil- 
waukee affairs for most of his life until the war when he went in the 
Ordnance Department and completed his record in the miltiary serv- 
ice as a colonel with a Legion of Merit award. 

George White I have already mentioned on loan from the Treasury 
Department. 

Mr. Ropino. Did you know Mr. White personally ? 

Mr. Morris. No, I took him on recommendation from Mr. Rudolph 
Halley, president of the Council of the City of New York, who was 
counsel for the Senate investigating committee 2 years ago. Mr. 
George White was with them on loan. He is the only one—well, there 
were a couple of others I did not know before, but he is the only one 
I took on complete recommendation from the outside. 

Mr. Roprno. What position did he hold? 

Mr. Morris. George White? 

Mr. Roprno. Yes. 

Mr. Morris. Just investigator. That is what he is in the Treasury 
Department. 

Mr. Roptno. Mr. Morris, I have been interested in reading a series 
of articles which have been appearing in the daily papers here in 
Washington. I believe they are reports which you have given to Mr. 
Davis of the Scripps-Howard staff. 

In an article appearing on April 9 you stated that there are 11 
people on the Government payroll who do not work. It was brought 
to me as a revelation. Then you cite the instance of a young lady 
whom you met at the railroad platform who told you she had been 
a Government employee in the Department of Justice for 6 months 
and that she worked all of 1 day or half a day or a half hour in 
6 months, and that she can tell you of three other people in the Depart- 
ment who also are not working. Who is this young lady? 

Mr. Morris. I wish I could remember her name, and I think if 
I could I do not think you would want me to tell you publicly. 
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Mr. Cuevr. I will sustain that, Mr. Morris. 1 think that any state 
ments made with reference to any specific individuals ought to be 
conducted in executive session. 

Mr. Morris. Mr. Chairman, I have a hunch she may be looking you 
up. I do not know. I just got a message indirectly from her and 
the person who got the message did not know her name. 

Mr. Cnecr. I can say this, the committee will be delighted to have 
the information from her or anyone else. 

Mr. Ropino. Did you check this young lady’s story before you had 
the statement inserted in the newspaper ¢ 

Mr. Morris. Did I check the story? Well, I saw her in the Depart 
ment of Justice. You see, I had offices there at the very beginning, 
those first days that | was in Washington. Another time following 
my first meeting with her, she called and asked me if I was going to 
isk for her assignment to my investigation. 

Mr. Ropino. Did you? 

Mr. Morris. I told her that I had made a decision then and there 
that I would not ask for assignment of anyone in the Department of 
Justice to my staff until I had completed the investigation of that 
Department. 

Mr. Ropino. The point I am getting at, Mr. Morris, is this, that you, 
as the investigator and a member of the bar and a man of reputation, 
were told a story by a young lady who met you at the railroad platform 
and she told you about this fact that many, many Government em- 
ployees were not working and yet you failed to check into the story 
and failed to check all the circumstances surrounding it before you 
gave the statement to the newspaper. 

Mr. Morris. You see, when I gave that statement to Murray Davis, 
[ was not reporting to an official body, but I was telling human-interest 
stories. That was a human-interest story, one of the things that 
happened to me upon my arrival in Washington to take over this job. 

Mr. Roptno. Yes, I can understand that, Mr. Morris, but do you not 
think that without having checked into the story that that may have 
been prejudging a lot of people before you actually had all the facts? 

Mr. Morris. No, I do not think it is prejudging a lot of people. 
One of the things I want to make clear to you, I was not interested in 
investigating, nor could I have been interested in investigating, the 
working habits of 214 million employees. All I ceed | have done, had 
I been permitted to continue, would have been to examine the per- 
formance in the top echelons on the theory that if the performance 
at the top is conscientious and with undivided loyalty to official duty, 
that that spirit would seep through down at the bottom, so I was not 
really concerned about people in clerical positions. 

Mr. Roprno. IT understand that, Mr. Morris, but if this was an em- 
ployee of the Department of Justice and she related to you a situation 
which supposedly was a story of inefficiency and failure of supervisors 
actually to keep their employees occupied within the Department of 
Justice, do you not think that that may have had some reflection on 
the investigation as a whole and may have indicated some ineptness on 
the part of the people who are administering the Department of 
Justice ? 

Mr. Morris. Let me correct an impression which I do not think even 
the statement you are quoting from gave. I did not say that that 
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condition was prevalent in the Department of Justice. Is the word 
“prevalent” in there? | 

Mr. Ropino. Well, you did say, Mr. Morris, not only that, but that 
it did not occur to you then that this woman’s story could have been 
repez ated over and over by othe 1S who were e mployees. 

Now, that is quoting by Mr. Davis. 

Mr. Morris. I think there is a little editing there because what I told 
him was—it was about this one person. He said “Who does she work 
with ¢” 

I said she worked with four others who did not have any work to do. 
I suppose you wanted me to check to see if she was actually there. The 
only thing I asked was, “Did you win your ap pointment by Civil 
Service examination?” She said “No.” T said, “How did. you get in 
there?” She took out of her pocketbook a recommendation from a 
United States Senator. That is how she got in. I saw the letter and 
it was signed by a United States Senator and since I was not interested 
in looking into her specific situation, because the limitations of time 
kept me on a higher level, and when I saw that, I said, “Well, there isn t 
any use in my investigating this personally.’ 

Mr. Ropino. But the point I am driving home, Mr. Morris, is this, 
that up until that time I do not believe that you had made a survey of 
conditions in the Federal Government and particularly in the De- 
partment of Justice and of their employees and yet you were making 
a statement which was going to be given, as you knew then, wide 
publicity, and which would reflect upon many of the very fair- 
minded Government employees and efficient workers. 

Mr. Morris. I certainly did not intend to have it reflect on the 
honest and efficient workers in Government employment. I made 
many statements on many occasions that for everyone who may be 
shirking their duties—these people, incidentally, were not shirking 
their duties; they were anxious to work but they were not given work 
to do. 

Mr. Ropino. Did you state again while ti uking to the division chiefs 
that you knew there were many incompetents in the De partment and 
that these incompetents were foisted upon them by politicians 4 

Mr. Morris. Now, I will tell you. In my meeting I was talking to 
the chiefs in the Department of Justice which does not take on quite 
that sense. I can remember what I said. It was something like this: 
“Gentlemen, I know that probably each and every one of you _ a 
pride in the performance of your divisions.” I said: “I know it is 
pretty tough on you, when pressure is put on you by politicians, ve 
resist that pressure, and you have to take people on in your office for 
political reasons because if you don’t you are worried about your ap- 
propriations, and that is why the administrative branches of the Gov- 
a -an’t be as efficient as they might be, because there are polit- 

cal interferences and they have people of merit worked over by peo- 
i brought in under politic al pressure.” 

You do not have to investigate the Government to know that. 

Mr. Ropino. Mr. Morris, I think you also stated that you knew 
they were foisted upon them because if they did not take them they 
would lose their appropriations. 

Mr. Morris. I did not say lose them; I said they might be jeopard- 
ized. You would not lose all of your appropriations, ‘but you might 
have it cut down. 
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Mr. Roprno. In other words, you feel that unless there are accepted 
people who might be the choice of some officials in the legislative feats 
of the Government, that otherwise may not have personal appoint- 
ment, that the appropriations would not be carried out. Are you 
impugning the integrity of the Members of the Congress? 

Mr. Morris. That is a pretty tough question. 

Mr. Roprno. Well, the statement was made and there is no other 
inference that can be drawn, Mr. Morris, insofar as I can see. 

Mr. Morris. Without reflecting on the integrity of any Member of 
Congress, it is a system in America with which we are very familiar. 

Mr. Roptno. Meaning, Mr. Morris, you, as one of the people of 
America, believe that unless certain people were hired by division 
chiefs that the Members of Congress would jeopardize the whole 
structure and refuse to give certain appropriations ? 

Mr. Morris. I do not think it works out that way because the di- 
vision chiefs, or anybody else who has the power of hiring, hire them. 
It does not come to a show-down. 

Mr. Roptno. Then, in other words, that is not consistent with the 
statement that you made? 

Mr. Morris. Well, it is not inconsistent with the statement I made. 
The pressure is put on them to take on members of the staff. Even I, 
in my short period here, have had recommendations from very gentle- 
manly Members of Congress and I get the letter and I try to reply 
courteously that the recommendation will be considered, and then I 
get a telephone call asking me whether I had done anything about it. 
They wanted to see if any progress had been made, you know, and then 
1 let the matter drop and that is the way it is. 

Mr. Roptno. Mr. Morris, let me say I recall reading, too, in a dis- 
cussion with the President, you said you felt that the people with 
whom you came in contact here in Washington, when you initially 
began your probe, looked upon you as somebody who had been similar 
to Alice in Wonderland, and that you did not speak the same language. 

Just what did you mean by that? 

Mr. Morrts. Well, we are having a conversation back and forth, 
and it is a rather unusual conversation in Washington. We are talk- 
ing dispassionately and objectively. This is the first time that I have 
been able to get involved in this sort of conversation. You are in- 
terested in my answers and I am interested in your questions and 
they involve a subject matter I enjoy talking about, namely investiga- 
tion in the Federal Government. You are the first person I have found 
who has had the time to sit down and ask me these questions. You 
are the first person I have found opportunity to talk them over with. 

Mr. Roptno. Well, you have had previous discussions up until this 
time with other members of the Government with whom you have 
discussed some of your plans, as you stated, and many of these Govern- 
ment employees who came to you with these various stories, they 
have listened to you and spoke your language, did they not? 

Mr. Morris. Do you mean the Government employees who are sup- 
posed to be cooperating with me, is that what you mean? 

Mr. Roptno. That is right. 

Mr. Morris. No; they would look at me very skeptically. All but 
the President, himself. 

For instance, when I talked it over with one of them, I said, “I have 
such a respect for your wide experience, I would like to get your 
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reaction to some of these things.” I told him about the standard-of- 
living test—I think you are familiar with that, because you have 
srobably received that in one of your tests. He replied, ‘ ‘Don’t you 
think, Mr. Morris, that that is a little extreme, under the present 
onditions?” I said, “You give me a better method and I will take 
‘ 2 just don’t know any others.” 

-. Roptno. Well, Mr. Morris, did things change when you moved 
ver theta building which you later oce upied, when you requested the 
President to change from the Department of Justice, because you 
felt you wanted a free hand, and the people would have more con- 
fidence in you? Did that attitude change on the part of the people, 
about you? 

Mr. Morris. Do you mean the people on the outside? 

Mr. Ropino. That is right. 

Mr. Morris. Yes. For instance, just that physical move made it 
easier for me to recruit staff. Just that physical move. 

It looked kind of silly, as you can probably see in that statement, for 
the President and the Attorney General, and it looked silly for me to 
be sitting over there under the jurisdiction of the Department, giving 
the impression that I am working under his direction and investigat- 
ing his Department. 

Mr. Roptno. Those questionnaires which you had developed and 
which you then turned over to the Attorney General for distribution 
to many employees, how many of them were there ? 

Mr. Morris. Do you mean how many would have been sent out? 

Mr. Roprno. That is right. 

Mr. Morris. Well, the first printing, I think we had 10,000 or 12,000. 
We probably could have produced a pretty fair report on the per- 
formance of the top echelons of Government with that number. 

I was astounded to learn that the Treasury Department had sent 
out 32,000 questionnaires. Now nobody ever heard about that. I was 
also astounded to find that they had been processed in a relatively 
short period of 5 or 6 months. I think those statistics are approxi- 
mately correct. 

Mr. Roprno. Mr. Morris, was it your intention to have the em- 
ployees whom you had about you then, ~ out these questionnairies 

Mr. Morris. The employees i in my office? 

Mr. Roptno. That is right. 

Mr. Morris. Well, the purpose of the questionnaires was to obtain 
information with regard to activities of the high public officials in 
the Federal Government over the period of their Federal service. I do 
not think it made much sense to have people who have been in there 2 
weeks, or a month, to make statements on their experience in public 
office. Most of them would not have been in the category of officers 
at $15,000 a year, with discretion in the Federal Government. They 
would not have been in that last class. 

Mr. Roptno. Do you mean to say these were high echelon employees ? 
You say those who were in the classification of $15,000 or more? 

Mr. Morris. Well, not below $10,000 and only down to $10,000, 
because there are many $10,000 employees who are, as we would say, 
working out of title, that is performing the duties of somebody in a 
higher category, filling vacancies temporarily or something like that. 
For instance, the Chief of the Tax Division in the Department of 
Justice has not been filled since Mr. Caudle’s resignation, and you have 
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an Ellis N. Slack, who was filling in. Ordinarily, Mr. Slack pro! 
ably would not have been examined since he was filling in that pos 
tion, and the questionnaire went to the Acting Chief. 

Mr. Ropino. W ho was going to examine these questionn: ures ulti 
mately, and pass upon them / 

Mr. Morris. I would have divided that work up between my chi 
counsel, Colonel Becker, and a dozen employees whom he would have 
under him, and myself, and Morton Baum, and Willard Carme 
whose name you have. 

Mr. Roprno, Had you c ‘lassified these que stionnaires / 

Mr. Morris. Do you mean before they went oo" ¢ 

Mr. Ropixo. Did you consider there might be certain informatio 
in there which you would have considered confidential / 

Mr. Morris. All of that information. The chairman of this con 
mittee will reme mmber the conversation we had about that in the exe 
tive session. 

In fact, the Attorney General was going to stamp these as confi 
dential, and I believe there is a penalty similar to that of any perso: 
in the Internal Revenue divulging information; there would hav: 
been the same type of penalty attached to any employee in my office, 
including me, who permitted any of this confidential information to 
leak out. In other words, I insisted on the sanctity of the answers t 
that questionnaire, and none of them could have gone to any othe: 
agency unless it had been determined that the facts in certain instance 
might disclose a crime which had been committed, in which case 
would have gone to a Federal grand jury, and, there again, secrec) 
vould have been guaranteed until an indictment was found. 

Mr. Ropino. If any request had been made | Vv any committee of 
Congress for these questionnaires, you probably would have turned 
them over? 

Mr. Morris. Sir, I do not believe I could have, because T was only a 
agent of the executive branch, and it was an attempt of the executiv: 
branch, abortive though it may have been, to clean house. T could ne 
more have turned those over to a committee of the legislative branc! 
than the collector of Internal Revenue could. 

Mr. Ropino. In other words, you believe that you would not have 
had the authority to turn them over unless the executive authority had 
directed you to do so? 

Mr. Morris. I do not believe I would have, any more than I do not 
think the executive branch could obtain any disclosures that you 
find. 

Mr. Cueir. Would the gentleman yield right at that point. 

I am bound to say, in all fairness, Mr. Morris, that in the executive 
session, if you will permit me to say so, that you did make that state 
ment to me. I think I asked you the question, could you, or would 
you be in a position to furnish us any information which you may 
have acquired through the medium of your questionnaire, and I think 
you answered me saying that you would love to cooperate, but that i1 
your opinion, it would take an official order from the President of the 
United States. 

Mr. Morris. I also said something else, to you, if you will remember 
that, which seemed to win your approval, do you recall? May I dis 
close it? 

Mr. Cuexr. Yes, sir. 
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Mr. Morris. Do you recall what I said to you, Mr. Chairman! I 
recognized your personal good faith and the integrity of your com- 
mittee, after being with you for quite a long session, and I said to you 
that I have the confidence of the Executive, and if I am going into 
this investigation in high gear, and if you and your counsel find that 
you are going down the same alley in pursuit of some misconduct, and 
if you thought there were facts evidencing a crime, that might have 
been committed, and you said you wanted certain documents, I told 
vou I would go to the President and ask him to turn these over to the 
chairman of the committee. 

You said, “I think that is reasonable.” 

Mr. Cuetr. It was then and it is now. I have appreciated that 
attitude all along, Mr. Morris, very, very much. 

Mr. Rovrno. Mr. Morris, I recall you mentioning change in atti 
tude of the Attorney General from the time that you had first talked 
to him and later on—I am going to ask you for your opinion as to this 
attitude. 

Do you think that there may have been a change in the Attorney 
General’s attitude as to whether or not you were the man for the job 
after your appearance before the Senate committee, and certain dis- 
closures came up regarding a tanker deal and other announcements 
that you had made that caused the Attorney General to change his 
mind? Have you any word to that effect ? 

Mr. Morris. I am quite sure that that did not make any difference 
because the Attorney General knew all about both the acquisition of 
tankers and the disposal of tankers through sales to clients repre- 
sented by my firm, long before I came here, and in fact, his Depart 
ment hbeled a vessel which came into port to make a test case in a 
forfeiture action, as to whether a corporation which is wholly con- 
trolled by United States citizens but in the organization of which 
foreign capital made the acquisition of the vessels possible, whether 
that is a citizen corporation within the meaning of the Shipping 
Act. Now, general counsel for the Maritime Commission ruled that 
it was a citizen corporation because the purpose of the Shipping Act 
was to retain control over American-flag vessels for emergency 
purposes. 

Now, the Attorney General knew all that before he ever met me, 
without possibly knowing that I was a member of the firm. He knew 
about those vessels. If he did not know about it, it was because he 
did not keep in touch with the important developments of his De 
partment. However, all he had to do was read the newspapers because 
when the vessel was attached, that was in the newspapers and that was 
a test case. 

Mr. Roprno. When you discussed with the Attorney General the 
possibility of your acceptance of the appointment, did you tell him 
that your firm was involved in this deal, so that you might work 
on all fours with anything they might later have held against you? 

Mr. Morris. I never thought at any time that there was anything 
to report. 

One thing I asked about was a conflict-of-interests statute, and 
[ made it very clear that during the term of my Federal employment 
1 would bend over backward to comply with that statute and I en- 
tered into an agreement with my partners that during the period 
of my Federal ‘employment I would receive no share of any fees 
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received in payment for work done in cases where the United Stat 
Government was a party. 

Mr. Roprno. But, nonetheless, you did not actually discuss thi 
question with Mr. McGrath at that time? 

Mr. Morris. No; I don’t think I did. 

Mr. Roprno. You did not bring it to his attention ? 

Mr. Morris. I assumed he knew all about it, and I am pretty sur 
my assumption was correct. It is just as if, for instance, { am an at 
torney for an estate, and there are estate-tax proceedings pending. | 
don’t think I would have told them that, because I don’t think ther 
are any lawyers in the country who do not have some proceeding o1 
some action in which the United States Government is not interested 

Mr. Ropino. Nonetheless, if you felt there may have been som 
conflict of interest, did you not feel it an obligation and a duty t: 
miake this disclosure and discuss it? 

Mr. Morris. Do you mean discuss any matters in which I have beer 
concerned, where the United States Government might be a party / 

Mr. Roprno. It was a question in your mind at that time that wa 
supposedly known by the Department of Justice. 

Mr. Morris. Yes. 

Mr. Ropino. Did you feel that it might have been necessary the 
to resolve that question ? 

Mr. Morris. I do not quite get what you mean. The question of 
what, whether my firm represented 

Mr. Roptno. Whether there was anything untoward, anything 
which might have necessitated some further checking into? 

Mr. Morris. At no time, including down to the present time, have 
] ever thought there was anything untoward, to use your word, in- 
volved in the acquisition of ships by United Tanker Corp. There was 
not anything untoward. 

Mr. Roptno. I realize that that is your opinion, but, of course, there 
have been opinions pro and con since then, as you well know. 

Mr. Morris, immediately upon notification that you had been retired 
as Special Assistant to the Attorney General and learning then that 
i was the President’s intention to appoint Federal Judge McGranery 
as the Attorney General, you made a comment that Federal Judg: 
McGiranery is “a real whitewasher.” 

Mr. Morris. I thought I took care of that yesterday. 

Mr. Roprno. I know you took care of that in the newspaper, but 
there were views reflected at that time, Mr. Morris, and there were im- 
plications in a statement of that sort. 

Mr. Morris. That is what I was called by some of your colleagues 
when I arrived. I thought maybe that was the way you paid com 
pliments to people when they arrive. 

Mr. Ropino. Well, upon reexamination of that statement, though, 
I note in the papers of yesterday that you did not know Mr. Me 
Granery, except having read of him, you knew nothing of him, and 
therefore were going to recall the statement, stating that it was un 
favorable and prejudicial. 

Mr. Morris. I said it might have been unfair and it certainly wa 
not prejudicial. 

Mr. Roptno. It certainly was prejudicial. 
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Mr. Morris. We all have different types of personalities. I do not 
know if you are a golf player but if you are a golf player, once in a 
while you hook one in the rough. Did you ever do that? 

Mr. Roptno. Is that not a place, though, where you might have been 
shooting from the hip? 

Mr. Morris. I think if you ask Congressman Keating, he will tell 
you I do think so. 

Mr. Ropino. Don’t you think, Mr. Morris that there may have been 
many statements that upon reexamination you might call unfair and 
prejudicial ¢ 

Mr. Morris. In my life? Yes. I have made some statements. 
I think probably I have been on the receiving end of such statements 
more than on the giving end. I mean over a period of 20 years in 
public life, I have received more than I have handed out. 

Mr. Roptno. No, Mr. Morris; I am talking about the statements 
which have appeared in the newspapers lately, upon which you freely 
commented to some of the reporters, knowing that your remarks were 
going to be widely publicized. I look upon you as a man of reputa 
tion and I think you are sincere and want to be fair. However, I cet 
tainly think—and this is my opinion—that a man of your capacity 
should certainly reflect before making these injurious statements. 

Mr. Morris. I am a private citizen now and I have all the rights 
and privileges and immunities of an American citizen in private life. 
It is wonderful. 

I want to make clear that that series of articles that you are refer 
ring to were written on Saturday morning after my return from 
W: ashington. I was conveying impressions and I do not think there 
is any impression that I conveyed, except the one referring to Judge 
McGranery, that I think is unfair, or prejudicious. 

Now people in public life develop a technique which I think per 
haps is unfortunate. I am going 7 give the affirmative side of this. 
When I was a young man, in 1936, Gov. Alfred M. Landon was candi- 
date for President and 1 was a candidate in the city of New York 
and I was campaigning under the shadow of the Sunflower. Need 
less to say, we all lost. But I was under an obligation to support 
the candidate for President and I did so cheerfully because meeting 
him and knowing him, I thought he was a credit to ~ party, which 
was the Republican Party. But I didn’t say that. 1 didn’t say he 
was a credit to our party, I said he was the greatest candidate since 
Abraham Lincoln. In other words, if you get my support and you 
are running for public office, you get it 100 percent. It is harder to 
get my support today than it was then. 

Likewise, | agree with you, Congressman, I have in my lifetime 
made statements. The one about Judge McGranery is not the only 
one. I am a golf player and I do regret it when I find myself in 
the rough and I use louder language than I use today, when I get 
myself in trouble on a golf course. You know we use different lan- 
guage on a golf course than we do in a hearing room. 

Mr. Rovixo. Mr. Morris, I have no further questions to ask of you. 
As I stated before and I will repeat, I think that your intentions are 
perfectly honorable and I think you are trying to be a fair-minded 
individual, but I certainly believe that some of the statements you 
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have made have been prejudicial and I am glad to hear you state that 
you realize that many of your statements have been unfair and it is 
good to know that a man like you can come here and admit it. 

That is all, Mr. Chairman. 

Mr. Cueir. Mr. Bakewell, do you have any questions / 

Mr. Bakewetu. Yes, Mr. Chairman. 

Did I understand you to say earlier in your testimony that you had 
access to all the files in the De ‘partment otf Justice? 

Mr. Morris. I was told that 1 would have access to all the files in 
the Department of Justice before I started recruiting and program 
ing the investigation. ‘Then when it came down to getting those 
tiles, when I was ready to investigate, | was denied access to those files. 

Mr. Bakewett. Mr. Chairman, I would like to just reiterate the 
statement that you made at the outset that [I think the success or 
failure of this entire committee is going to depend upon the willing 
ness of the Department to make those files available to us. That is 
the most important issue, and the sincerity and cooper: ation of the 
administration, I think, will be determined by their willingness to 
make those files available in order to ferret out this corruption. 

Now, Mr. Morris, did I understand you to say that at the time of 
your employment Mr. MeGrath knew about that tanker deal—the 
Attorney General / 

Mr. Morris. I think he must have. He is the head of the Depart 
ment, and this was a matter which in shipping circles was of great 
interest and appeared in the newspapers. He must have known. I 
can't say that he knew about it. 

Mr. Bakewetn. | thought you stated unequivocably that he did 
know about it. 

Mr. Morris. Where did I say that ? 

Mr. Bakewewn. That the Attorney General knew about the tankers. 

Mr. Morris. I said he must have known about it. 

Mr. Baxewett. How do you reconcile that with this question 
which was asked, “Did you know at the time of Mr. Morris’ ap point- 
ment that the Department of Justice was considering libel action in 
admiralty to recover one of the tankers owned by the foundation 
which he heads?” 

The Attorney General answered, “No; I did not.” 

Mr. Morris. I think that is one of the reasons why there is some 
thing wrong—I mean if that is the way the Department of Justice 
isrun. Lthink itisa hope less situation when the head of the greatest 
law-enforcement agency in the world does not know what his Claims 
Division is doing. I would assume that the Chief of the Claims 
Division would have weekly meetings with him, reporting to him 
all the matters of moment. 

Mr. Bakeweint. Referring again to the files situation, do you think 
it would be helpful to our committee if we had access to your files 
which were left with the Department of Justice ? 

Mr. Morris. No, sir; I do not think they would be very helpful to 
your committee because, as I say, the investigation was just ready to 
get off the ground. In another month, yes, it would have been help- 
ful. But all there are there are letters of complaint and so far I had 
not announced the opening of a complaint bureau which would have 
brought in a great many more, nor had I announced that personal 
interviews would be had quietly and kept confidentially with indi- 
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viduals who came in. If I had, then you would have had something, 
hut as I recall it, there is nothing there that you would say was a 
finished piece of investigation that would be of any help to you. 

[ think you gentleme mn, from what I know of you, have a good deal 
more import: int cases or fac ts to go on than Lever had because you have 
powers of subpena and you just keep the witnesses coming in here and 
pretty soon something will break for you. Just keep them coming in. 
Phat is the only way to investigate. 

I think one of the most fascinating things—I can make this state 
ent from my knowledge of investigations. They have always de 
pended on something that you never thought would happen. Like 
the Seabury investigation in New York in 1932. A sheriff by the 
name of Farley was on the stand and Judge Seabury could not get 
him to say anything which would involve any mae ters and the 
ivestigation seemed hopelessly bogged down when the sheriff step ge 

down off the stand and sud lenly the judge wheeled on him and | 

said. “Sheriff, how much are you worth?” The sheriff had so saci 

pride in his et worth that he was caught off ouard and he said. “1 

lon’t know, $350,000.” “Where do you keep 1 t. Sheriff?" “Ina box.” 
“What kind ‘of a box?” “A little tin box.” Now from that perfectly 

haphazard incident, all of New York City was wide open. And then 
people started to talk and Jimmy Walker was then under fire. 

That was the purpose of my investigation into having a grand jury 
which would patie ntly listen to peo] ple talk. I think you are entitled 
to do it. I think the peop le of this country want to be told the facts. 
Now how are you going to get the facts unless vou use the machinery 
that you have, which I did not / 

I have made a few remarks about legislative-branch investigations 


n various parts of the country. There ought to be machinery for i 
vestigation but there is not, so I say thank God that fair-minded peo- 
ple like you are soing to make an inve stigation. I think that the peo 
ple of this country are entitled to one. 

Mr. Bakeweti. Mr. Morris, you stated through the press that when 
the Attorney General found out that you meant business he crippled 
ol on appointments to vour staff and snarled you up in red tape. 


Now, w! 


iat appointments cid MeGrath blo k ? What proposed 
ippointments 4 

Mr. Morris. The day after the questionnaires were delivered, my 
personnel officer got a telephone call that the ystem of putting peo 
ple—no, I did not tell you this: Instead of having a pavroll processing 
system, oO r bookkeeping office in my office, we apvend th: at would be 
no aiseaition on the Department of Justice to use their facilities, with 
12,000 employees, and assuming I took on 100 or 150, it would be per 
fectly convenient for them to take care of the payroll processing and 
sending out the checks and they would be reimbursed from the Presi 
dent’s emergency fund. Then I re peated to you earlier today the svs 
tem of name checks first, then they go on the payroll, and then loyalty 
checks would proceed, with dismissal of any given employee, if there 

s any positive reaction to a loyalty check. So that is the w: iv those 
who were taken on my staff were appointed and did start receiving 
pay checks. 

The day after those questionnaires were delivered my personnel] 
oflicer got a call from the Department of Justice that he had orders 
from “upstairs” —that means where the Attorney General’s office is— 
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that no further appointments would be made in the office without 

loyalty check. I think the last person who came on, I do not thin 
he got paid for a week’s work, I do not know. He was there a wee 
or two, a young lieutenant commander who had just gotten out « 
uniform and had been admitted to the bar; he had been 10 years i 
the Navy, and he came on my payroll. I do not think he ever go 
paid, 

Mr. Baxewe tt. I do not like to interrupt, but to expedite this 

Mr. Morris. You asked me which was the last one. [think it was t] 
lieutenant commander. 

Mr. Baxewe.i. Were there any after that? 

Mr. Morris. All of them after that—Colonel Becker can tell yo 
of some who were coming over from the Federal Trade Commissio1 
They just finished a job there and they were going to take them or 
That was blocked. 

Mr. Bakewei,. You stated through the press that there are 
number of dead bodies buried in the Department of Justice. Can yo 
identify some of these dead bodies for us? 

Mr. Morris. No, sir. I had many talks with the Director of the 
Federal Bureau of Investigation and I had hoped to win his e1 
thusiasm for my investigation and I had hoped that he, with 30 year 
of experience, would aid me in the investigation, and I think he would 
have—he certainly was very cordial to me and polite when I called o1 
Mr. Hoover on two or three occasions—and I think I used that term. 
I said, “You know, I guess you know more about the people”—I thin! 
I even said, “where the bodies are”—“than anybody else in the Unite: 
States. Dll make you a bet that there are people today in high offic 
whose appointment you probably would not recommend.” 

Now Iam not going to commit Mr. Hoover to a reply because what 
ever was ae in his office was confidential and said in confidence. 
but I tried to point out to him that this was the first time in the 
history of our country, late though it may be in this administration 
I would have prefered to start, if I was ever going to get involved, : 
year ago or 3 years ago and not 6 months or so before election day—— 

Mr. Baxewewt. I assume what you mean by dead bodies is cases of 
malfeasance in the Department of Justice. 

Mr. Morris. Not just malfeasance, but carelessness, complacency. 

Mr. Bakeweit. | understand you do not want to commit J. Edgai 
Hoover, but I gather from your statement that he agreed with you 

Mr. Morris. He knows more about our Federal Government that 
any individual in the United States, in my opinion. 

Mr. Bakewe i. Did he indicate to you that he knew of specific cases 
of misfeasance and malfeasance in the Department of Justice? 

Mr. Morris. He did not discuss specific cases at all. 

Mr. Bakxewewn. He indicated to you that he did have knowledge of 
some such / 

Mr. Morris. There is no question in my mind that he knows every 
thing about the performance of everybody in every branch of the 
Federal Government who has any discretion: ry power whatsoever. 

Mr. Baxewett. Do you know of any specific wrongs or wrongdoers 
in the Department of Justice ? 

Mr. Morris. No, I have read a great deal in the papers in the last 
month, and I think that the people are entitled to know the truth on 
the stories. I will just take one instance: I do not know what Mr. 
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Caudle who was Chief of the Tax Division, did. I know he did sell 
in airplane. There is nothing under the statutes which forbids his 
selling an airplane. I would ceconanpene legislation that would re 
qui ire a pe rson who desired to engage in se ‘ling alrp lanes to be relieved 
of their official duties and go out and sell airplanes; that they can’t 
do both. 

Now I think the public is entitled to know all about Mr. Caudle 
and if he did nothing wrong, I do not see why he should have re 
S oned. I do not know whether he is competent or incompetent but 
I think people are entitled to pick up a lot of loose ends and in order 
to pick up those loose ends—you know, you read about people being 
fired or resigning; Federal, internal revenue agents, or some of the 
collectors have .been indicted and convicted, but there are a lot of 
others who have just been allowed to go off the payroll. I think they 
should have been followed up. Now I would have followed them up. 

Mr. Bakewextt. Mr. Morris, you stated to the press that investiga- 
tions will be boycotted just as long as Cabinet members feel free to 
ionore Preside ‘1 tial orders. What Cabinet members ignored Presi 
dential orders, in your opinion ¢ 

Mr. Morris. There is one very well known Cabinet member who 
was fired, the former Attorney General ignored a Cabinet order—I 
mean a Presidential order, a Presidential order to comply with my 
requests and give top priority to those requests. Those were two 
words I insisted on. I did not want to make a request and wait around 
until October to have them performed. 

Now, there was one. 

Mr. Bakewetu. As I understand, you used the word in the plural. 
Do you know of any other Cabinet member who ignored a Presi- 
dential order / 

Mr. Morris. I heard many were ready to resign if they had to go 
through with this, and I think that is what changed the President’s 
enthusiasm for my mission. I do not think he was choosing between 
McGrath or me, I think he was probably choosing between me and 
the weight of people | in whom he had eopelicannce in his Government. 

Mr. Bakewewn. Can you name any othe: 1 Cabinet member who re 
fused to comply with a Presidential order 

Mr. Morris. No. 

Mr. Bakeweti. You stated through the press that the whole set-up 
in Washington cries for an investigation. 

Mr. Morris. The whole what, the set-up / 

Mr. Baxewevi. The whole set-up in Washington cries for an 
investigation. 

You further stated that, “This is because the congressional leaders 
do not want too much checking up.’ 

How did you reach that impression ? 

Mr. Morris. I did not find much enthusiasm in Congress for giving 
me the tools with which to work. I might say that this committee, in 
executive session with them, I had a feeling that they wanted to give 
me their full support, or at least it is the only really harmonious meet- 
ing I have had since I came here, although I received no assurances of 
any kind. At least we had a kind of understanding with one another. 
I have great confidence in this committee and I hope it goes a long way. 

Mr. BaxeweLu. Mr. Morris, you referred to the cooperation or 
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lack of cooperation you received from former Attorney General Mc 
Grath. What sort of cooperation did you receive from the Assistant 
Attorney General, Joseph Duggan ? 

Mr. Morris. He was very polite. 

Mr. Bakeweui. Was he cooperative ? 

Mr. Morris. I think I can say he was cooperative, according to the 
standards of cooperation that pre : ail, yes. There were little incident 
which made me wonder at times, but I dismissed them because I think 
I had too high a standard in my mind. 

Mr. Bakewet. You stated the Attorney General attempted to 
block your appointments. How about Mr. Duggan? 

Mr. Morris. He had nothing to do with that end of it. 

Mr. Bakewetr. Did you personally take the questionnaires over 
to the Department of Justice ? 

Mr. Morris. Yes. I called first and found that Mr. McGrath had 
not returned from Sea Island. I thought he had. I thought he was 
coming back that Monday and I think this was Tuesday. When I 
found he wasn’t there I called up the Solicitor General who was acting 
and I told him I had the questionnaires and I would like to bring them 
over. So three parties and I 

Mr. Bakeweti. Was Mr. Duggan present then ? 

Mr. Morris (continuing). Carried them over and I left them with 
the Assistant Attorney General's office and he asked me to come 1n, 
and Mr. Duggan came in. Yes, he did. He was there. 

Mr. Bakeweii. You might recall that the former Attorney Gen 
eral, when he appeared before this committee on March 31, indicated 
he had not made up his mind as to whether or not he would answer this 
questionnaire. 

What was the first knowledge that you had of the fact that the 
Attorney General was in doubt as to whether or not he would answer 
them personally, or would require the Department of Justice em- 
ployees to do it 4 

Mr. Morrts. W hen I read his testimony in the paper, which he de- 
livered, the testimony you refer to now, was the first 1 knew of it 
and it was waite a shock. 

Vir. Bakewrnn. Can you explain that change in attitude on his 
part ¢ 

Mr. Morris. I cannot. I have been trying to discover it ever since; 
and please, gentlemen, it couldn't have been the tankers that was the 
cause of his firing me beeause if that was the cause, he should have 
fired me immediately after the Senate investigating committee, which 
was March 11 and 12. I wasn't fired until sometime’ thereafter. 
That was not responsible for a change in attitude. I am eliminating 
what it might have been. It couldn't have been the hearing before 
the United States Senate committee, Senator Hoey’s committee on the 
tankers. That had not displeased him because we had a cordial rela- 
tionship long after that. 

If you are asking me a question, I cannot say it under oath, of course, 
but I can only give you my impression. I think he delayed and hoped 
that, somet hing would happen—maybe somebody like Charlie Wilson, 
or some dollar a year person would say, “I am not going to do this, 
let them go and jump in the river.” Then instead of MeGrath having 
to take the rap, somebody else would have. 
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Then perhaps there was the very strong possibility—one thing 
really scares me about Washington, the trolley cars. I might have 
been run down. I must say I would much rather be run down by a 
Washington trolley car than a bus in New York, but it is very dan- 
verous to cross the siete here and I might have been eliminated in 
that way. 

What really brought this to a climax was, I think, Colonel Becker 
itting across his desk and saying, “I would like to start tomorrow 
morning with 11 attorneys to come in here and go over your records.” 
Ihe delay was over. The procrastination was over. Here it was. 
He had to do something. 

There are a lot of things that could have been done which would 
have been more graceful and would have made a happier exit for him. 
I am no worse off than Iwas. Lam going back to work and it is per 
fectly all right with me. 

Mr. Bakeweiti. Mr. Morris, you have stated that neither McGrath 
nor J. Edgar Hoover would fulfill the mission that you had to do here. 
What did you mean by that statement ? 

Mr. Morris. I am glad you asked me that because I would like to 
explain it. 

Mr. Hoover or whoever is Director of the FBI can only investigate 
and assemble facts. He can go no further. He can turn them over 
to the United States attorney through the Attorney General, who 
is his immediate superior, for prosecution, or investigation, or I 
should say, “further” investigation. But the FBI has no power to 
subpena, no power to prepare the case for grand jury. So that elimi- 
nates the FBI, and I would like to say one — thing that I think 
vou probably know more about than I do, but Mr. Hoover told me 
that, I think, he has 6,500 agents. He has to investigate security 
cases which have come to such proportions that he just cannot do 
anything except investigate. His is the only agency for internal 
counterespionage in the country. You have the CIA doing counter 
espionage abroad but it is the only agency here. So he cannot do it, 
because of manpower and because of the fact that he has not the 
Weapons to carry on an investigation. 

Then the reason that Judge McGranery could not carry on the 
investigation is because he again has no tools. The Attorney General 
of the United States has no power of subpena. He can’t compel 
witnesses to appear. Also, Judge MceGranery must spend his full 
time running a huge department, with thirty-odd-thousand employees. 
That is a big job in itself, plus the fact that he will be the head of 
a department when he is confirmed and he is in the same position 
Howard McGrath would have been. Howard MeGrath obviously 
could not investigate his own department and the Federal Govern- 
ment, and Judge McGranery’s appointment does not change that. 

That is one of the things that gave strength to my statement about 
the judge. I did not intend it to be a personal statement about him, 
but it did appear to me that this was not carrying on what I was 
supposed to be doing and was prevented from doing. I suppose he 
is just going to be the Attorney General of the United States. What 
I was supposed to do will not be carried on. That is why you gentle- 
men and the King committee are the only investigating agencies left. 
The competition is getting much slower. That is why l am going to 
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furtively pray for your success, Mr. Chairman, and that of your col 
leagues and staff. The people want the truth and you are about all 
there is left to get it for them. 

Mr. Baxeweun. In an interview on Reporters’ Roundup, Mutual 
Broadcasting System, February 29, you were asked this question, “If 
your investigation leads into the judicial branch, would you pursue 
this lead?” You answered you would. Was there some particular lead 
that brought you to that ? 

Mr. Morrts. I presumed it was a perfectly academic question. The 
answer is obvious. If you have found any misconduct which went into 
the judicial branch, what would you do about it? The question really 
is, would you ignore it, or follow it up. I only indicated I would 
follow it up. 

Mr. Baxewetn. At the time you prepared those questionnaires, had 
you planned to send those to any of the White House employees? 

Mr. Morris. Oh, yes. 

Mr. Bakeweii. What was their attitude regarding that? 

Mr. Morris. ‘That is the last hurdle that the President and I cleared 
— rin our conference alone. I told him that I thought we couldn't 
be in a position, when the investigation was at an end, where anyone 
\ ith top discretionary power would be left out. 

Mr. Bakewetn. You are also quoted in the New York Times, April 
1, as saying: 

If I got rid of nothing else I got rid of Howard McGrath, which took only 
2 months and if I had 6 months more I would get rid of some more. 

Mr. Morris. If you asked me a month before whether Howard Mc- 
Grath would go out, I wouldn’t have been able to answer that question, 

Mr. Bakewext. I have no further questions, Mr. Chairman. 

Mr. Cuutr. As I understand, Mr. Morris, you said that was one of 
the last hurdles that you cleared with the President. Did I under 
stand you correctly, for purposes of the record, that the President 
gave you approval to circulate the questionnaire in the White House? 

Mr. Monxris. Yes, sir. There were five or six points I brought up 
and he was behind me on every ene. It was way back after I had been 
here that first week thinking this thing through and that is why I 
stayed, because everything I rt rl he carried out. He carried out 
my every request. Every single . I went over them very care- 
fully to the place where I heueett ne the one I was just asked about 
at the end of the conversation because I thought that was the toughest 
one. We went through aapyen powers, independent status, inde- 
pendent office space, $450,000 budget until the end of the fiscal year, 
and most important of all, what amounted to the subpena power for 
me with regard to Federal employees, the Executive order requiring 
top priority to my request, and then I saved this for the last and I 
pointed out that I could not be in a position, and neither should he, 
where I would have to say, “Well, I left out a few individuals in the 
President’s own office,” and he agreed. He said, “You come and in- 

vestigate them.” 

Mr. Cuetr. The President did agree with you and stood behind 
you on that request ? 

Mr. Morris. Yes, sir. 

Mr. Cueir. Mr. Rogers, do you have any questions ? 

Mr. Rogers. Yes. 
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We understand that you were here about 2 months, and during that 
riod of time you arrived at the conclusion that you were not going 
to get the cooperation of the Attorney General and the Justice Depart- 
ment as evidenced | by his statement before this committee. In your 
testimony this morning you say that the thing started out all right on 
February 1 when you took over. Now, when did you next talk to the 
\ttorney General about your position after you took over on the Ist of 
Ik ‘ebruary : 

Mr. Morrts. February tT hada meeting with him and TI checked 
n to go to work and then at 4 o’clock in the afternoon he afforded me 
the opportunity of meeting all the chiefs of his sections and his Deputy 
\ttorney General and we had a very happy conference for about an 
hour, in which they let me state my ob jective s and plans for an investi- 
vation. It was all general. I did not go into specific details. 

Mr. Rogers. You told us this morning that after the last conversa- 
tion that you had with the Attorney General, that for about 2 weeks 
you tried to get an appointment with him. When was the last con 
versation you had with the Attorney General, or the former Attorney 
General McGrath ? 

Mr. Morris. If Tuesday was the 29th of March—it was the Tues- 
day before he appeared on Monday before you, when he responded to 
a question that he did not know whether he would fill out the ques- 
tionnaire. It was just 6 days before then. It was Wednesday that 
Colonel Becker went to see him and I did not see him again. 

Mr. Rogers. Do I understand your testimony that for 2 weeks prior 
to that Tuesday you were unable to get in touch with the former 
Attorney General? 

Mr. Morris. It might have been even a little longer than 2 weeks. 
He was in Sea Island, Ga., or somewhere, for a vacation and I do not 
remember how long that was, and then after he came back I sought 
an opportunity to see him. 

Mr. Rogers. Then you saw him then on the 29th of March ? 

Mr. Morris. Yes, sir. 

Mr. Rogers. From the time you first took over in February, Feb- 
ruary 4 of this year, you had cordial relations with him and all mem- 
bers of the staff? 

Mr. Morris. As far asI know. I saw members of his staff more than 

I did the Attorney General himself, but once I got out and set up 
in independent quarters, I spent a great deal of time with employees 
in the Bureau of the Budget. 

Mr. Rocers. When did you get set up in your independent position 
away from the building? 

Mr. Morris. After leaving, and after having that conversation 
with the President, which was just referred to, where he agreed on 
everything, after that—I think that was a Monday; yes, it was 
I spent that week in the Pent: agon going over the planning of the 
office, I am talking about square feet, desks and telephones, and also 
the organization chart. That Friday I went back to New York and 
on Monday [ came back and moved in. 

Mr. Rogers. Friday of what date? 

Mr. Morris. That would have been Friday—I talked with the 
President Monday, the 11th. 
Mr. Rocers. Of February? 
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Mr. Morris. February 11. hat Friday would have been Fel 
ruary 15. 

Mr. Rogers. Then on February 15 you had your independent of 
fices set up / 

Mr. Morris. They were actually physically set up the following 
Monday. If you have a calendar before you, that would be about 
the 17th or 18th. 

Mr. Rocers. February 17 would be on a Sunday. 

Mr. Morris. It was exactly 1 week after my talk with the President, 
everything was done which I asked for. 

Mr. Rocers. After you started to work, did you begin to collect 
information for investigation 

Mr. Morris. No; I had not. I thought of nothing but what you 
might call programing and investigation. I did not look into one 
single item of complaint. 

Mr. Rocers. After you had finished your programing, when did 
you start investigating again ¢ 

Mr. Morris. I did not finish it, sir, until I was fired. I was just 
about ready to go. In other words, the investigation was ready to 
begin on Monday of last week. 

Mr. Rogers. You mean a week ago this Monday ? 

Mr. Morris. Yes. 

Mr. Rogers. From the 18th of February then until a week ago last 
Monday you were programing ¢ 

Mr. Morris. And recruiting. That was the toughest job, and I will 
tell you gentlemen one reason I found it hard to recruit lawyers was 
that the preside nt of the bar association in New York said: 


You know, Newbold, I can get you lawyers but they don’t want to work with 
you unless they have subpena power. They don’t want to come down and just 
make a survey. We will get you top lawyers if you can get them the tools to 
work with. 

[ just could not get the people I wanted for the staff. 

Mr. Rogers. In- your recruiting program did you ever have any 
names of any indiv'duals that you suggested for your set-up, of whom 
bad reports were received as to them that would make it impossible for 
you to employ them / 

Mr. Morris. Did I receive bad reports { 

Mr. Rogers. Yes. 

Mr. Morris. What kind of bad reports ¢ 

Mr. Rogers. Well, you submit the names of individuals you con- 
template hiring and you have a little check made on them, do you 
not ? 

Mr. Morris. A name check, yes, sir; by Mr. Hoover’s office. 

Mr. Rocrers. Did you at any time receive an adverse report on a 
name check from Mr. Hoover’s office on any individual that you desired 
to put in your set up! 

Mr. Morris. There was one name check where suspicion was indi 
cated on the part of Mr. Hoover. 

Mr. Rogers. Was that individual later hired? 

Mr. Morris. No. 

Mr. Rogers. Can you place the date when you first began to feel a 
coolness from the former Attorney General McGrath 


as to your 
activities / 















INVESTIGATION OF THE DEPARTMENT OF JUSTICE QQ 


Mr. Morris. Yes; it was during that 2-week period when I could 
not reach him. I do not know what happened. 

Mr. Rocers. Two weeks prior to the 29th of March? 

Mr. Morris. Yes. You see, we then had a happy reunion. 

Mr. Rocers. At that time you had a discussion with him? 

Mr. Morris. That is when he discussed the grand-jury procedure. 

Mr. Rogers. Prior to that time you had no indication but what he 
was going to cooperate with you 100 percent ¢ 

Mr. Morris. No. For the 2 weeks before that meeting I had an 
indication that something was wrong somewhere, but I could not make 
a date to find out. 

Mr. Rocers. The intimation that you had that he may not cooper- 
ate with you arose at least 2 weeks prior to the meeting on the 29th of 
March: is that right? 

Mr. Morris. The intimation ? 

Mr. Rogers. Yes. 

Mr. Morris. I had one previous intimation. 

Mr. Rogers. When was that? 

Mr. Morris. About February 13. 

Mr. Rocers. February 13. Did you thereafter convey that impres 
sion or intimation to the Attorney General, or former Attorney 
General ¢ 

Mr. Morris. No; I straightened it out without making an issue 
of it. 

Mr. Rocers. You did not discuss it with him then ? 

Mr. Morris. No; I just straightened it out with one of his assistants. 

Mr. Rocers. Now, prior to March 29 you never discussed with the 
former Attorney General personally any matters dealing with his 
failure to cooperate with you, did you? 

Mr. Morris. I could not reach him. That is what I am trying to 
say. I tried it during those 2 weeks and after the questionnaires were 
delivered, and during which time I had my hands tied on appoint 
ments, I tried to reach him. 

Mir. RoGrers. a) actually, you had the intimation on the 13th day 
of February, that you may not have the cooperation. You tell us 
that you were om satisfied by making pertinent inquiries of ind 
viduals in the De ‘_partment that that was not true: is that right? 

Mr. Morris. No: I did not find out it was not true, I merely straight 
ened out that one evidence of non ooperation. 

Mr. Rogers. Yes. You straightened that out ? 

Mr. Morris. I straightened it out. 

Mr. RoGers. To your own satisfacti on, to the point that you did 
not feel it was necessary for you to discuss it with the Attorney 
General 7 

Mr. Morris. That is right. As soon as what I wanted was done, 
then I did not worry about it any more. 

Mr. Rocers. And then when was the next time that you had any 
information th: at he may not fully cooperate with you, after the inci- 
dent on the 13th day of Februar y 19524 

Mr. Morris. Not until the day after I delivered the questionnaires 
to the Solicitor General. Iamsorry. I did not bring any diary with 
me, Some of these gentlemen may remember the date. I believe 
was March 18. I think it was Tuesday, March 18. I was going to 
say 19, but that is pretty close. 
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Mr. Rogers. Tuesday, March 18, was the date that the question 
naires were delivered to the Solicitor General ? 

Mr. Morris. That is right. 

Mr. Rogers. And up until that time, you had no information, or 
even any intimation but what you would get the full cooperation of 
the Attorney General ? 

Mr. Morris. No; that is right. He was in Sea Island, Ga. That 
was a rather critical period, incidentally, in my investigation. The 
President was away, and the Attorney General was away. 

Mr. Rogers. You understand the objective of this committee is to 
investigate the Attorney General and the Justice Department, and 
since we know you were selected for that purpose, we want to know 
what all the facts were, and that is the reason I am trying to pin-point 
the time of conversations and what was said and done. 

After your man delivered these questionnaires to the Solicitor Gen 
eral, what did he report back to you, as to the reception when those 
were delivered / 

Mr. Morris. As I said before, it was the day after that we had the 
payroll, the blocking of additions to the payroll. 

Mr. Rogers. That would be March 19? 

Mr. Morris. Yes; that is right. 

Mr. Rogers. And then you attempted to contact the Attorney Gen- 
eral, McGrath ? 

Mr. Morris. Yes. 

Mr. Rocrers. And you were unable to do so? 

Mr. Morris. Yes. I called him up one morning and I was told 
that he was out and when he came back, I asked would he call me 
back, and 2 hours later I called up and he had gone out to lunch, and 
so forth. 

Mr. Rogers. Let us put the time when you first called him, after the 
18th. 

Mr. Morris. It must have been a couple days after. I don’t re- 
member exactly. 

Mr. Rocers. Perhaps the 20th of March? 

Mr. Morris. Probably. 

Mr. Rogers. And you asked that he call back? 

Mr. Morris. Well, I said, “I will call back. If he comes in, would 
he mind calling me back?” 

Mr. Rogers. Do you know whether or not he was in town at that 
time / 

Mr. Morris. Oh, yes, he was in town. 

Mr. Rogers. He was? 

Mr. Morris. Oh, yes. 

Mr. Rogers. Did he call you back? 

Mr. Morris. No. 

Mr. Rocers. When did you next attempt to get in touch with 
him ¢ 

Mr. Morris. About every 2 hours during a period of 2 or 3 days, 
and then I gave up. 

Mr. Rocers. And did you, after your attempt to get in touch with 
him, and your failure to do so, did you then communicate that to the 
President ? 

Mr. Morris. The President was down in Key West. 
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Mr. Rogers. Yes. I asked you whether or not you communicated 
that information to the President ? 

Mr. Morris. Yes, I put a long-distance call in and the message was 
delivered to him. I was very loathe to intrude on his vacation. I 
did not do it for quite a few days, because I kept thinking that the 
Attorney General would call me back, or we would get toge sther. 

Mr. Rocrrs. Now, you stated that a demand was made upon the 
Attorney General for delivery to you of his personal date book, his 
tele ‘phone calls, and things of that nature. 

That is your testimony ? 

Mr. Morris. That is right. 

Mr. Rogers. Was that demand reduced to writing ? 

Mr. Morris. No. Colonel Becker went there and I had made a 
date for him. I said when I left the Attorney General, “I would like 
to have my chief counsel come over—— 

Mr. Rogers. May I interrupt you just a moment? What date did 
you make the date for Colonel Becker to go over ? 

~ Mr. Morris. It was the Wednesday followi ing the Tuesday when the 
Attorney General and I had lunch. That was immediately preceding 
your Monday hearing. His testimony before this committee was the 
following Monday, whatever that date was. 

Mr. Cotuer. March 31. 

Mr. Morris. It was Wednesday, before. Probably March 26. 

Mr. Rogers. Do I understand it as prior to March 29, the day that 
you saw the Attorney General you had lunch with him on that 
occasion, on a Saturday ? 

Mr. Morris. On a Saturday? 

Mr. Rogers. I will put it to you this way: When did you have your 
first conversation with the Attorney Gene ral, after you had tried for 
2 weeks to get in touch with him ? 

Mr. Morris. That is it. 

Mr. Rogers. On the 29th of March? 

Mr. Morris. On Tuesday—is that the 29th ? 

Mr. Rogers. No, according to this calendar, that was on a Saturday. 

Mr. Morris. Your hearing was on Monday ? 

Mr. Rogers. That was March 31. 

Mr. Morrts. Your hearing was on March 31, Monday, and my 
luncheon date with the Attorney General must have been the 25th, 
Tuesday, and the 26th, Wednesday, was the day when Colonel Becker 

sat across the desk from him. 

Mr. Rogers. Now, let us go back to the luncheon date that you had 
with him on the 25th. Did you, at that time, tell him that you were 

not getting the cooperation that you were expecting, as a result of the 
roadblock, so to speak, of March 18, when something came up about 
the employees ¢ 

Mr. Morris. Yes; we went over those. 

Mr. Rogers. Did Mr. McGrath tell you whether he would cooperate 
to help you get these employees ? 

Mr. Morris. Yes, sir. 

Mr. Rogers. Did he tell you that he would? Do you recall what 
the conversation was ¢ 

Mr. Morris. On that point? 

Mr. Rogers. Yes. 
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Mr. Morris. I think I told him that if we have to wait for a securit 
check instead of the first procedure we agreed on, I had better tak 
my staff and go home and we would come back after Labor Day, 0 
July 4. or I don’t remember what date I used, because there was ni 
point in trying to make an investigation when I could not have a stafl 

Mr. Rocrers. Then do I understand that the Attorne “\ General the 
told you that. prior to the time that any employee should be place: 
on your staff, there must be a lov: alty chee ‘k 

fr. Morris. Must have what? 

Mr. Rocers. There must be a loyalty check ? 

Mr. Morris. No: I got the impression from him that we would ¢ 
back to the system we had agreed on. 

Mr. Rogers. And that system would not require a loyalty check ? 

Mr. Morris. It would require a loyalty check, but before the loyalty 
check was completed, a staff appointment could be made. A lov: ilty 
check would continue. 

Mr. Rogers. Did you on that occasion discuss anything about the 
employees who Hay not have been good risks to be employed In you! 
department / 

Mr. Morris. No, sit 

Mr. Rogers.” Did you, on the 25th day of March, at the time of the 
luncheon, discuss with the Attorney (General the feasibility of In 
turning over his date book, diary, telephone numbers, and what not ? 

Mr. Morris. I do not believe I talked about that then. I talked 
xbout that away back. I talked about the familiar method of inves 
tigation, if you are going to investigate, that you have to go through 





those documents. 

Mr. Rocers. Did you ever personally talk to the Attorney General 
about his turning over to you, or your statf—now TIT am talking about 
vou, personally his date book, showing who may have been hi 

illers / 

Mr: Morris. I do not think I talked about his date book. JT an 
pretty sure, over a period of time, I talked to him about that method 
and I told him that I would like to have him meet Colonel Becket 
who would go over it, step by step, as to what he would do in going 
through his records 

Mr. Rogers. As to his partic ular records that was neve specific lly 
mentioned by you? 

Mr. Morris. I am pretty sure that the first time he really saw an 
individual representing me, asking for his engagement book, and so 
forth, was the first time that he was really asked for it. 

Mr. Rocers. Then as far as you are coneerned, vou have ho knowl 
edge or no ee ndent recollection of ever saving to the Attorney 


General, McGrath. “I desire person: ally to have these for the purpose 
of making a chee i You personally never did it? 


Mr. Morris. I do not believe I did. I do not think so. 

Mr. Rogers. However, you did discuss the matter with the gentle 
man you eall Colonel Becker, the han you previously identified 
Truman Becker ? 

Mr. Morris. As what? 

Mr. Rogers. Truman Becker? 

Mr. Morris. No. Samuel. 

Mr. Rogers. Now, as part of the routine in investigation, you ar 
rived at the conclusion, did vou not, that the proper method to do 
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it was to look at all date books and telephone calls made by people 
in the higher echelons / 

Mr. Morris. Yes, sit 

Mr. Rogers. And you had discussed the things that would be 
quested of those individuals in the higher echelons, like cabinet 
members and assistant de eputies, and so forth? You had discussed 
that with Colonel Becker / 

Mr. Morris. Surely. 

Mr. Rogers. Do you know whether or not Colonel Becker had re 
duced to writing, the quest ions and the material that may be requested 
of each individual ¢ 

Mr. Morris. No. He hi ial | condus ted the Investigation him elf. He 
was counsel to the committee Investigating the telephone company 
back in 1937. He is a trained investigator and I feel sure that he had 
questions produced, 

Mr. Rogers. I take it from your statement that, knowing that he 
Was a trained hnvestigator, you assumed that he would do those 
things necessary to get the proper information ¢ 

Mr. Morris. Yes, sir. 

Mr. Rocers. And, therefore, you assigned him those duties and 
responsibilities 

Mr. Morrts. Yes, sin 

Mr. Rogers. And, in response to those duties and responsibilities, 
you then directed him—as the first man for him to call upon to get 
that tvpe of information—to the Attorney General himself ? 

Mr. Morris. Yes, sir. 

Mr. Rogers. And he did. on the 26th day of March. fo over and see 
the Attorney Ge ner: _ ( 

Mr. Morris. Yes, s 

Mr. Rogers. And, of course, you were not present at that time é 

Mr. Morris. I had to go to New York on Wednesday. 

Mr. Rogers. When cid vou next see Colonel Becker, after he went 
over to see Attorney General MeGrath ? 

Mr. Morris. I didn’t. The first I heard about it—I did not 
see him—he called me up long-distance to tell me what had happened. 

Mr. Rocers. Did you tell the committee what he told you at that 
time ? 

Mr. Morris. No. ] wish I had brought the memorandum he had 
left with me. Tam afraid it isin New York. 

Mr. Rogers. Can you give us, in substance, what the conversatii 
was 

Mr. Morris. Yes. I think he re po ted to me that the Attorney Gen 
eral was in complete agreement on expediting the payroll, the problem 


which he and I had already gone over. Oh, ves: they were in complete 
agreement on the method of grand jury crocedtant, That was two 
oints. 


Then he got down to the question of how the conference ended. It 
was when the demand was made for the opportunity to go through all 
these records. -. ie conference evi dent lL eC! led Olla note f discord. 
I cannot remember the entire wording of the entire memorandum. 

Mr. Rogers. This was only about what /—2 weeks ago / 

Mr. Morris. Yes. 

Mr. Reeers. Can you not give us in substance what it was? 


Mr. Morris. I have it. 
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Mr. Rocers. What did Colonel Becker say to you? 

Mr. Morris. I remember his closing sentence: that under the presen 
conditions he refused to go on. 

Mr. Rogers. What did he tell you that the Attorney General said t: 
him as to whether or not he would deliver these requested items ? 

Mr. Morris. I can remember that. 


He said: 


When I asked the Attorney General for access to his engagement book, diary 
and records of telephone calls, I was told that they would not be made available 

Mr. Rogers. They would not be made available? 

Mr. Morris (continuing) : 


And that I could not go into the files in his department. If I had any specific 
files that I wanted 


this is Colonel Becker’s language— 


that I requested, I would obtain those specific files, but that I could not go through 
his division files. 

Mr. Rocers. When was that conversation had? 

Mr. Morris. It commenced at 3:30 on Wednesday the 26th, and I 
was back in New York around 6 o’clock, when Colonel Becker reached 
me by long-distance. 

Mr. Rocers. That was about 6 o’clock Wednesday, March 26? 

Mr. Morris. Yes. 

Mr. Rocers. Then, after receiving this information, did you there 
after attempt to contact Attorney General McGrath ? 

Mr. Morris. I asked for an appointment the following Monday. 

Mr. Rogers. March 31? 

Mr. Morris. But I could not make one in the morning, and I called 
his office, and they told me that he was here before you, and I said, 
“Well, when he gets through, could I see the Attorney General ?” 

Then, I got the account over the Associated Press ticker of what he 
said before you. So, I never got a telephone call that he would like to 
seeme. By that time, I realized that this would result in a preciptation 
of some kind. 

Mr. Rogers. I am only trying to develop what the facts are. 

Mr. Morris. Well, you asked me a specific question, and my specific 
answer is that I tried to make an engagement with the Attorney Gen- 
eral for the following Monday, because I think he was before you for 2 
days, was he not, in succession ? 

Mr. Rogers. Let us back up here a moment. This information was 
given to you on the 26th, while you were in New York? 

Mr. Morris. Yes, sir. 

Mr. Rogers. In the afternoon of that day ? 

Mr. Morris. Yes, sir. 

Mr. Rocers. Then, when did you return to Washington ? 

Mr. Morris. Not until Sunday night. 

Mr. Rocers. Until the following Sunday night, March 30. Is that 
right ? 

Mr. Morris. Yes. 

Mr. Rocers. And then the next morning, you attempted to contact 
the Attorney General, and you were unable to do so? 

Mr. Morris. Yes, sir. 
Mr. Rocers. Did you renew your request to see him on Tuesday ? 
Mr. Morris. No, sir. Not after I read his testimony here. 
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Mr. Rocers. And made no attempt whatsoever! 

Mr. Morris. No; I realized the situation deteriorated to a point 
where one of us would have to go. 

Mr. Rogers. Then you personally were never told by the Attorney 
General that he would not deliver these articles to you ? 

Mr. Morris. No, sir. 

Mr. Rogers. And you were dismissed—— 

Mr. Morris. Summarily. 

Mr. Rogers (continuing). Without any notice whatsoever / 

Mr. Morris. Yes, sir. 

Mr. Rogers. Did_you attempt to make any appointment with the 
President to give him the information that Mr. Becker had received 
from Mr. McGrath ¢ 

Mr. Morris. Well, you see, my plan was to make an appoint- 
ment——— 

Mr. Rocers. I am asking if you made the appointment ? 

Mr. Morris. Well, could I just tell you this, to be fair to everybody 
concerned; I wanted to have a show-down with the Attorney General 
first. 

Mr. Rogers. Yes. 

Mr. Morris. And, if the Attorney General continued that attitude, 
I would then go to the President. But I wanted to give the Attorney 
General the opportunity before I went to the President, because I 
always like to have a last chance for everyone before I bring on a 
crisis in his life. 

Then, you asked me, is there any time that I tried to make an ap- 
pointment with the President / 

Mr. Rocers. No; I am asking you after—prior to the time that Mr. 
McGrath fired you—and you have answered the question, bec: anise 
your plan was such that you did not want to take up the President’s 
time with the matter, until you had a show-down with Mr. McGrath ? 

Mr. Morrts. Then when I could not get the date, and the testimony 
was developed here, I said to of Sra “T am not involved in this at this 
moment. This is a problem | tween the President and one of his 
appointees.” So, for 3 days in there, I refused to comment. 

Mr. Rogers. You say at that moment you were not involved. Were 
you not given assurance by the President—— 

Mr. Morris. Yes, sir. 

Mr. Rocers (continuing). According to your testimony, that you 
would have full cooperation? * 

Mr. Morris. Yes, sir; and there was a test of the President’s assur- 
ance. I did not have to call him to remind him of that. He knew it 
was the test. 

Mr. Rocers. Prior to last Sunday night, had any intimation or 
information or rumors come to you that the Justice Department was 
contemplating prosecuting you in connection with the tanker deals? 

Mr. Morris. What did you say ? 

Mr. Rocers. First, I will ask you this—— 

Mr. Morris. No; I think I heard you. You just brought up some- 
thing I did not know about and I never heard of. 

Mr. Rocers. I will direct your attention to a broadcast made by 
a commentator out of Washington Sunday night. 

Mr. Morris. I heard about that. 
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Mr. Rogers. I ask you, did you, prior to that time, ever have any 
rumors, suspicions, or any knowledge whatsoever that the Justice 
Department was contemplating criminal prosecution against you 
personally ¢ 

Mr. Morris. No, sir. I just could not believe it, because you have 
to violate an act before you can be prosecuted. 

Mr. Rogers. Then I t: me it from your answer that you had abso- 
lutely no knowledge of and so far as you knew, that was never 
discussed with you by eee at any time / 

Mr. Morris. ‘Tt never ente red ny head. 

Mr. Rogers. 1 think that is all. 

Mr. Ropino. Mr. Chairman, ] have al couple more questions 
pertinent to this 

Mr. Cuecr. Please make it as fast as possible, because I want to 
recognize Mr. Keating. 


Mr. Ropino, You stated a moment ago that you had received but 


one adverse report on an application for employment in your depart 
ment, and that was one based on SUSpIC lon ¢ 


Mr. Morris. I did not say it was adverse. It was just a name 
check which was not really an investigation by the FBI, but the name 
check itself revealed certain facts. and I thought it would be better 
for the individual, as well as my own mission, to drop it. 

Mr. Ropino. Is it not a fact, Mr. Morris, that there were several 
adverse reports that you received regarding certain employees / 

Mr. Morris. On the question of loyalty ? 


Mr. Ropino. One who was arrested for a sex offense 
Washington ¢ 


Mr. Morris. What is that 7 
Mr. Roptno. One who was arrested as a shill, who 


here in 


is a dubious 
character and inve = people into gambling games or something 
like that, and another one who was supposed to have been associated 
with Communist Parts members and an espionage suspect? Do you 

know of those re ports / 


Mr. Morris. No, sir. 

Mr. Roptno. Did you personally check the reports that were 
received ? 

Mr. Morris. The re ports I received from Mr. Hoover ? 

Mr. Ropino. Yes. 

Mr. Morris. Every one. Yes, sir. There were no reports like that 
about any of them. 

Mr. Ropino, Are you sure, Mr. Morris, that you checked each one 
of those reports ¢ 

Mr. Morris. Iam pretty sure. They came to me personally. 

Mr. Rogers. If it should deve lop later that this is not correct, then 
you would admit that you were in error 4 

Mr. Mcrrts. If this 1s not correct ¢ 

Mr. Rogers. What I mean by that, if the report should reflect that 
there were three employees that you contemplated putting on your 
staff, that in a check it was reflected these things that Mr. Rodino has 
directed your attention to, that you personally never knew anything 
about it 

Mr. Morrts. I will tell you where the misconception comes in. I 
iid not check any reports on any member of the staff recruited by 
my personnel officer for stenogr: aphie, filing or secretarial work. 
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Now you brought up that sex offense. I do remembe1 my personne! 
officer telling me that they had a close shave; they were going to take 
on someone that they did get a report about that on, and he was 
recommended very highly I think he had been with some othe 
iwency, but I don’t think he was ever appointed. 

Mr. Rogers. Did you, in a discussion with your personnel officer, 
then have this directed to your attention, these offenses 

Mr. Morris. Yes, I can remember my personnel officer—when you 
were asking me about my appointments, I was thinking about the 
personnel at fhe top. You know, the people I knew and had con 
fidence in, like Morton Baum and Colonel Becker and those people. 
I did not know you were talking about clerical, because indeed I had 
very little contact with the people downstairs in the mail room, and 
the reception quarters, and I do recall my personnel officer saying 
hat we got an adverse report along the lines you just stated, but that 
person Was hot appointed. 

Mr. Rogers. Did you not then discuss with him the question that 
your ability to get proper employees was not a hindrance from the Jus 
tice Department, but from some reports that had been received con- 
cerning some of the employees that you hacl wanted to put to work / 
Did you ever have any discussion of that type with your personnel 
man ¢ 

Mr. Morris. I relied on him entirely for everything in the steno 
graphic and clerical field. 

Mr. Rogers. Do you have any desire to p ylace poems on eee pay 
roll to help you with this clea i-Ulp, who were blocked | he Justice 
Department ¢ 

Mr. Morris. I could not answer about the ones in the 
stenographie field. 

Mr. he GERS Aside from the clerical and ste hogri iphic, do you have 
the names of | any individual that you desired to place on your staff, 
whom you were prohibite «from employing ¢ 

Mr. Morris. There was no individual—oh, ves, this young lieutenant 
commander who was just out of the Navy, he never did get on the 
payroll. 

Mr. Rogers. I am sorry, I did not get your last answer. You say 


there was a young commander jus t out of the N: avy that you wi anted 
io put on? 


clerical and 


Mr. Morris. There was no question of loyalty, but I do not think he 
ever got on the payroll. 

Mr. Roaers. Do you know of anybody who attempted to keep him 
from goin gon your st: aff? What we are trving to get out Is how vou 
were stop ped, as you have testified, from going about your investig 
tions. Now, we would like to know the names of an y indi — ils that 
you desired to place on your staff and where you were unable to do so. 
\ou have made references to the young man, or the pereern in the 
Navy? 

Mr. Morris. Yes. 

Mr. Rogers. You do not know whether he was ever employed 
not ¢ 

Mr. Morris. I do not know that he ever got a pay check. When 
[ last saw him, he had not. There was a young lady by the name 
of Joan Kaplan who had just left a Senate investigating committee, 
I think. She was a daughter of a friend of mine, so I brought het 
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on the staff and she was at work. Now, I think she was cleared. 
think she was on the payroll. 

Mr. Rocers. Will you give us the names of any other individuals 
that you wanted to employ, but were unable to do so? 

Mr. Cuexr. Mr. Morris, on that, I think I am bound to say, if you 
have any such names, certainly we welcome them, but I would much 
prefer we have it in writing submitted to the committee or in an 
executive session. 

Mr. Morris. To answer the question, there are not any names 
I got this message that we could not put on any more, so I stopped 
recruiting. 

Mr. Cuetr. That was the message given to you when, on the 18th 
day of March, or was it the 18th day of February ? 

Mr. Morris. It was March. I think it wasthe 19th. The day after 
the questionnaires were delivered. That is when I got the message. 

Mr. Cuetr. It has been directed to my attention, of course, that 
with regard to the Senate testimony on the tanker deals, it is reported 
that in one instance you testified you did not get anything out of that 
transaction, and in another instance you testified that you got $30,000. 
Do you desire to comment on that ? 

Mr. Morris. Yes, sir. I was asked whether I made any profits 
on the sale of the tankers, and I said “No,” having already made 
it clear that my firm is attorney for United Tanker Corp. Now, 
assume that people know that attorneys do get paid, but there was a 
$450,000 profit which was made on resale of the ships to our clients, 
and I said I was not involved, and I did not get any profits. I cannot 
personally profit. 

Mr. Cuetr. That is as far as any profits were concerned, you in- 
dividually did not get any? 

Mr. Morris. No, sir. 

Mr. Cuetr. And that anything that may have been paid to your 
law firm, you got your proportionate share. That is what you mean 
to say, is it not? 

Mr. Morris. Yes, sir. Over a period of 4 years’ work. 

Mr. Curetr. And if that is the explanation of the so-called incon- 
sistent statements, of in one instance where you got $30,000, and in 
another instance you said you got nothing—— 

Mr. Morrts. A New York Herald Tribune reporter asked me about 
it. We were talking about the profits in the sale of tankers, and he 
asked if I shared in those profits, and I said “No.” Now, perhaps 
I should have realized that I do not think of retainers and profits in 
the same breath. I suppose for lay purposes I should have said 
no, I did not get any profits, all I got was my share of the fee for 
services rendered and then it would have been complete. 

Mr. Cuetr. You did not profit from the individual transactions? 

Mr. Morris. That is right. 

Mr. Cuetr. Since you have returned to Washington, after the con 
versation with Colonel Becker on the 26th day of March, did you 
later discuss with him a conversation that he had with Attorney 
General McGrath? 

Mr. Morris. Yes, sir. 

Mr. Cuerr. Did he tell you anything in addition to what you have 
already recited to us that he reported to you over the telephone ? 

Mr. Morris. No. His memorandum is pretty complete. 
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Mr. Cuetr. Is Colonel Becker in the city? 

Mr. Morris. In Washington ? 

Mr. Cuetr. Yes. 

Mr. Morris. No; he has gone out to Milwaukee with his parents for 
the holidays. 

Mr. Cuetr. Do you know when he may return to the city? 

Mr. Morris. Probably from Milwaukee he will go back to New York 
where he is now practicing law, but I am sure any time you want him 
he can be reached. He lives at 2 Sutton Place in New York City. 

Mr. Cuetr. Mr. Keating, do you have any questions? 

Mr. Kearine. Yes, Mr. Chairman. 

Mr. Morris, before asking you a few questions, I would like to make 
a short statement. It pertains to the impression which you apparently 
have and which you have voiced here today, that this committee of ours 
is more or less the last outpost left now for investigation of the Justice 
Department, as the King committee is with relation to the Internal 
Revenue Bureau; and that congressional committees are the only 
instrumentalities to which the public can now look for an investiga- 
tion of conditie is which may be subject to criticism in the Govern- 
ment; and that a heavy and challenging responsibility rests on this 
committee of ours. 

There is a wide public demand for an authoritative report, for in- 
stance, on the facts which le behind this blow-up or explosion of 
last week. That is the reason for my insistence ever since those events 
that the principals to that transaction should be called; not alone to 
clear the atmosphere for the public, but to prevent an injustice to 
any individuals involved, and to avoid the drawing of any unjustified 
inference which might prejudice either you or the former Attorney 
General or anyone else. 

Almost at the outset of our investigation this explosion has taken 
place which has blasted out of office not only the Attorney General, 
but also the man selected to head the anticorruption drive. You 
decided to devote attention first to the investigation of the Justice 
Department, which our committee is also charged with investigating. 

Now, our committee, or at least a majority of our committee, is de- 
termined to get to the bottom of the accuracy of the statement at- 
tributed to you that official Washington does not want to be investi- 
gated. Many questions are troubling the American people. 

Was your selection as a special assistant to the Attorney General 
made in good faith ? 

Was there a genuine intention that you should do a thorough and 
conscientious job ? 

Were the public announcements from high sources regarding co- 
operation with you sincerely made or were they simply made for 
public consumption ? 

Was that cooperation at all times fully and freely extended to you? 

What caused you to be discredited in the eyes of those people who 
selected you? 

Was your insistence upon information regarding outside income 
and private financial transactions of key officials the real cause of 
your downfall so far as employment in the Government was con- 
cerned / 

Were you and the affairs of your corporation which you headed, 
the subject of Justice Department investigation long before you were 
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ever appointed, or have they only become such as a result of your in 
vestigative zeal in the performance of your duty as you saw it 4 

Which of the many explanations being circulated regarding the 
reasons for your separation from Government service and the reasons 
for the Attorne y General's separation represent true explanations 

Was the President advised of the intention to dismiss you and did 
he acquiesce in it and, 1f so, why did he do so, after you have stated 
that he gave you full cooperation at the outset ‘ 

In short, has the anticorruption drive turned into an anti-investiga 
tion drive ¢ 

Now, without attempting at this juncture to assess any blame or to 
predetermine any issues, we earnestly solicit your assistance, as you 
have been giving it this morning, in shedding light on the perplexing 
transactions of recent weeks. A curtain of silence has descended. We 
urge you to help us.in lifting that curtain and that is the reason that 
we have asked you, and you have courteously complied, to appear here 
today. 

Now, first I would like to go back, Mr. Morris, to your first selec 
tion as Special Assistant to the Attorney General. Was the first you 
heard of it when Mr. McGrath called you on the telephone ¢ 

Mr. Morris. Not Mr. MeGrath. I was called and asked if I would 
come down to see Mr. McGrath. 

Mr. Keating. Who called you? 

Mr. Morris. A young man who had been Deputy Attorney General 
and had retired by the name of Peyton Ford. 

Mr. Kearinc. That was the first you heard? 

Mr. Morris. Yes. 

Mr. Kratine. Did he call you in New York? 

Mr. Morris. Yes. 

Mr. Kearine. Was he in Washington / 

Mr. Morrts. Yes. 

Mr. Kearine. What did he tell you? 

Mr. Morris. He asked me if I would be interested in coming down 
to talk to the Attorney General on accepting an appointment to pre 
pare a report on systems and procedures which would recommend 
new legislation, and a new agency to investigate—to result in miscon 
duct in office being less possible. That was approximately the gist 
of what he said. 

I said, “Of course, I will. I have been interested in that subject all 
my life.” He pointed out that it would not involve breaking up my 
private life; I could come down 2 or 3 days a week. 

Mr. Kearrya. Did you tell him that, that you would come down 2 
or 3 days a week ? 

Mr. Morris. No, he said that it could be done without giving up 
ny professional or family life, that it would only be 2 or 3 days a 
week for a while and then I could get all the assistance I needed in 
preparing a report, and so I came down and talked to the Attorney 
General 

Mr. Kratine. Now, just let let me follow that up. Had you known 
Peyton Ford before that ¢ 

Mr. Morris. One of my partners knew him very well. One of my 
partners who is since deceased was in the Eighth Air Force and 
Peyton Ford was in the United States Navy and they saw a good deal 
of each other in London for a period during the war. 
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When we formed this new firm my then still living partner, Russell 
Post, introduced me to Mr. Ford at his home. 

Mr. Keating. That was some time before 

Mr. Morris. Just after the war, 1945, or just the beginning of 1946. 
I cannot remember exactly when. 

Mr. Keatine. Had you seen him since then up to the time of this 
telephone conversation / 

Mr. Morris. Yes: I had seen him off and On. I did not know him 
well. 

Mr. KEearina. And you gained the impression from your conversa 
tion with Peyton Ford that this would be a 2- or 3 clay a-week job In 
which you would write reports and investigate systems and procedures 
and that sort of thing? 

Mr. Morris. Yes, sir. 

Mr. Kerarinc. You did not get from that conversation any im- 
pression that it would be a drive on corruption in Government ‘ 

Mr. Morris. Not that first te lephone conversation, no. 

Mr. Keating. And that was the first intimation of your duties 

Mr. Morris. Yes. 

Mr. Kratring. And pursuant to that telephone call from Peyton 
Ford you did come to Washington ? 

Mr. Morris. Yes, sir. 

Mr. Keatina. To see the Attorney General ? 

Mr. Morris. Yes, sir. 

Mr. Keating. And did you see him at his house ¢ 

Mr. Morris. Yes. 

Mr. Keating. Was Peyton Ford there? 

Mr. Morris. Mr. Ford took me to the Solicitor General’s office and 
I think the two of us drove out with the Solicitor General. 

I am just trying to remember if he went back to his office before 
or after the meeting with the Attorney General. Yes; he was there. 

Mr. KEATING. Was anyone else there / 

i fr. Morris. No. If mV memory serves me, there were four people 
in the room, the Attorney General, the Solicitor General, Mr. Ford, 
and myself. 

Mr. IKRATING. Are you personally acquainted W ith anys of the former 
Attorneys General / 

Mr. Morris. I think the only one I ever met was Attorney General 
Biddle and, years ago, Attorney General Stone, before he went on the 
bench. 

Mr. Krearine. You have never met former Attorney General Clark? 

Mr. Morris. No, sir. 

Mr. Keating. Now, in the conversation with the Attorney General 
at his house, did you obtain a different impression regarding the scope 
of your duties ? 

Mr. Morris. Oh, yes. Oh, yes. You see, I am not sure how much 
Mr. Ford knew of what the Attorney General wanted me to do, but I 
think the idea was to get me down and talk it over. There was no 
question about it, he wanted an investigation and wanted to recom 
mend me to the President as an individual who would conduct an in- 
vestigation of the Federal Government. That wasa rather staggering 
concept when I thought in terms of 214 million employees. 

Mr. Keatine. And you then learned for the first time that it would 
bea full-time assignment ? 
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Mr. Morris. I said to him this looked like a full-time job and that 
is why I wanted to go home and discuss it with my partners, and 
my wife, before I made any decision. I said I would let them know 
in a couple of days. 

Mr. Keating. Did Mr. Ford express any surprise that this was to 
be a full-time assignment ? 

Mr. Morris. I think probably what happened, the Attorney Gen- 
eral asked Mr. Ford to call me to see if I would come down and talk 
to him. You see, he, not knowing me, did not want to call me per- 
sonally, but he thought if I could come down and meet him and then 

talk it over that would be the way to do it. Just like he did not 
want to present my name to the President until he thought I would 
come. 

Mr. Kearinc. You do not know whether he in fact had recom- 
mended you to the Attorney General ? 

Mr. Morris. No; I do not, sir. 

Mr. Keating. He did not tell you about that ? 

Mr. Morris. I do not think so. 

Mr. Keatinc. Then you did come back again and talked to the 
Attorney General a second time, or was that on the telephone? 

Mr. Morris. No; that first conference in his home was on a Wednes- 
day, and it was agreed that I was interested in it; I would come back 
Friday and discuss it with him again. I came back on Friday, Feb- 
ruary l. 

Mr. Kreatinc. Where did you see him then? 

Mr. Morris. I think I transmitted the message to him that I prob 
ably would take the assignment if certain conditions were met. That 
Friday I went to the office of the Solicitor General and he took me 
to the White House. 

Mr. Keatine. May I interrupt there? Prior to that time, had 
you ever discussed this matter in any residence here in Washington 
except the residence of the Attorney General ? 

Mr. Morris. No, sir. 

I came to Washington and the Solicitor General I met Friday, 
February 1, and he took me to the White House. Shortly thereafter 
the Cabinet meeting adjourned and the Attorney General came out 
of the Cabinet meeting and took me in to introduce me to the Presi- 
dent, whom I had only met casually a few years ago. He did not 
know me. I met him in City Hall in New York. 

Mr. Keratine. And you had a talk with the President at that 
time? 

Mr. Morris. Yes. 

Mr. Kearinea. Did the President’s relation to you of your duties 
and responsibilities in any way differ from the outline given to you 
by the Attorney General ? 

Mr. Morris. No; they seemed to be in agreement on the scope of 
my mission without having thought through the details. That is 
what I did in the following week, think them through. 

Mr. Cuetr. Mr. Keating, may I say at this moment I am sure the 
witness is somewhat tired and it 1s quite late. I suggest, therefore, that 
we recess until 2 o’clock. 

Mr. Keratinec. Very well. 

Mr. Morris. We are scheduled to leave on a 2:55 plane and if you 
think it will take a lot of time, perhaps I should just come back. 
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Mr. Keatine. Off the record. 

(Discussion off the record.) 

Mr. Cuetr. We certainly appreciate your cooperation if you can 
be back at 2 o’clock. 

We will recess until 2 o’clock, Mr. Morris. Thank you very, very 
much. 

(Whereupon, at 12:30 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m., the same day.) 


AFTERNOON SESSION 


Mr. Cuetr. The committee will come to order, please. 

For the benefit of the photographers, who asked the Chair whether 
or not they could take pictures during tlie testimony, I have examined 
the rules of the full Judiciary Committee, and it is not permitted 
during the testimony. 

We will be h: appy to accomodate any of you gentlemen prior to the 
testimony or immediately thereafter, if there is anyone who wants 
to take any pictures of Mr. Morris. 

Will you proceed, Mr. Keating, please ¢ 

Mr. Kearine. Before the noon recess, we had you settled in your 
position and everything up to that time was sweetness and light, and 
as I understand the analysis of your story, that was true in the be- 
ginning. 

That would be a fair characterization of the way in which you 
entered upon your duties ? 

Mr. Morris. Yes, sir. 

Mr. Keating. You were called over into a meeting with the division 
chiefs, and there Mr. McGrath told the division chiefs to give you 
everything you wanted. Is that correct? 

Mr. Morris. It could not have been a nicer meeting, yes, sir. 

Mr. Kearrne. Did you then speak to the division chiefs? 

Mr. Morris. Well, it was a large room, and they sat in chairs and the 
Attorney General sat at the head of the room and introduced me to 
them, and asked me if I would like to say anything, and I did. 

Mr. Keatrine. Could you give us a brief summary of what you told 
the division chiefs ? 

Mr. Morris. I will try to. 

I told them that I was not an investigator by training or back- 
ground, and that I had the greatest respect for those whom I had met 
individually, and that I looked forward to cooperation with them, 
and I said that perhaps the only way they could get to know me a 
little better would be for me to tell them what I was interested in. 

I told them that I had always been an opponent of the spoils system 
and believed in the merit system. I told them that I thought it was 
very difficult to run efficiently a department where they had some very 
fine employees who were selected on a merit basis and that because of 
the political system being the way it was, they had to make appoint 
ments which were not just on merit, but because there was political 
pressure put on them to do so. 

I said I felt sure that they would prefer to have a department which 
was free from politics than one where there was political participa- 
tion in making up the list of appointees. 
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Mr. Kearine. May [interrupt toask whether any of them expressed 
any views with regard to your position on that 4 

Mr. Morris. No: they did not. 

When I vot through my remarks, which were in that tenor, I salad 
as many graceful things as I could think of, that I looked forward 
o meeting them and talking things over with them. We shook hands 
und the meeting broke up. 

Mr. Kearing. Were all of the division heads present, so far as you 
/ 


know / 
Mr. Morris. I think so. There were more officials in the room thar 


there were visitors. The Deputy Attorney General was there and 
there were others of high ofltice. 
I can remember the heads of most of the divisions were there | 


think they were all there. 

Mr. Kearinc. Thereafter, did you actually see or did any of the men 
in your department of investigation, see any files on specific cases ? 

Mr. Morris. No. sir: we had not gotten to that point until the 
time when I told you Colonel Becker went over to see the Attorney 
General. 

Mr. Keatine. But you had every reason to believe that these files 
would be made available to you? 

Mr. Morris. I accepted the Attorney General at his word. I always 
believe in people and hope that things are going to turn out the way 
they are expec ted to. 

Mr. Ki ATING. And so, as to personne] files, you also were assured 
of access to them, I understand from your testimony. Am I correct? 

Mr. Morris. I will tell you, it was not until some weeks later. 1 
always thought the jackets were in the possession of the Federal 
Bureau of Investigation. It was not until later that I found out that 
they were in the Attorney General's office. I do not believe I discussed 
that at that first period. 

Mr. Kearine. Did you at a later time ? 

Mr. Morris. I forget who it was who told me. It might have been 
the Solicitor General or Mr. Duggan, or somebody, but they fina.ly 
straightened it out for me where they were. As [ say during this pro 
PrTaming and organization period, I was not interested in obtaining 
them. It was not until that meeting between Colonel Becker and the 
Attorney General that we were really going forward with the in 
vestigation of that department. 

Mr. Keating. Did you actually discuss the personnel files and 
whether or not you would have access to them with any highly placed 
officials in the department, such as with Mr. Duggan / 

Mr. Morris. [ do not know whether I specifically asked about them. 
I assumed when all files were to be made available, that I had to make 
a cliscrimination between one type of file and another. 

It is very broad in the Executive orders. It is all records, docu- 
ments, and so forth. 

Mr. Keating. There is no exception made in that Executive order 
for personnel files ? 

Mr. Morris. No, sit 

Mr. Kratrtne. And those personnel files include FBI reports. Was 
there anything said to you about the necessity for your getting Mr. 
Hoover's consent before those reports could be m: ade available to you! 


Mr. Morris. No. 
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Mr. Keatine. The Attorney General has testified here that he would 
assist this committee, but would have to seek the consent of Mr. Hoover 
before any of the documents in the personnel file could be made avail- 
able to this committee. You did not encounter any such objection / 

Mr. Morris. No; I did not. 

Mr. Keatinc. You mentioned this morning that you had an intima 
tion of a possible lack of cooperation as early as February 13, but 
that that was straightened out. From whom did that intimation come / 

Mr. Morris. Well, during that week, we were drafting these various 
documents, the Executive orders, and every draft was submitted to me. 
We were working in the White House, then. 

Mr. Keatine. I did not hear you. 

Mr. Morris. We were drafting these various papers 1 the White 
House, in the office of the counsel to the President, and they were 
very courteous to me and gave me every opportunity to examine the 
drafts. 

I remember one instance which was in my mind on that day that I 
did straighten out. 

In the joint resolution which was intended to give my office sub 
pena powers, and which was sent to your committee, it provided that 
the said Spec ial Assistant to the Attor ney General 
shall have the power of subpena and may delegate such authority to members 
of his staff not to exceed three in number at any one time. 

In that form it did come to you. In that form the first draft went 
to the Department of Justice for approval because after all, they are 
the advisers or bill drafting: and then a second draft came back—I 
think it was the second, rather than the third, but that is immaterial 

They asked me to read the joint resolution over again and I did 
read this adr: ift and I couk | h: vrdly believe my eves, for instead of the 
words which I just related to you were these words: 

And said special assistant shall have power of subpena and may delegate such 
authority to three Assistant Attorneys General. 

That is just exactly what the whole purpose of my talk with the 
President was, to get out from under the Attorney General's Office 
in direction and give a degree of independence to my mission. 

I insisted that we should go back to the preceding draft. 

Mr. Keatinc. Who had been doing the drafting for the Attorney 
General’s office / 

Mr. Morris. I cannot answer that question. I did not go over it 
with him but it was Mr. Duggan who had come back with each draft 
in amended form. That one was very easily disposed of when I saw 
that it was not the intention of anyone to discuss this subpena power 
business. It was amended and put back into the form which you 
received. 

Then the next draft came back with section 2. At that time it was 
late in the afternoon. 

Mr. Keratine. That was the one about immunity which you hadn't 
discussed with anyone. 

Mr. Morris. That is right. It just came back that way. I realized 
the President’s press conference was coming up the next morning when 
he was going to announce all this and I felt, well, if you gentlemen 
didn’t like the power of immunity which I never asked for, you could 
amend the bill, which you did, and that is the stor y on that. 
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Mr. Keatrine. Was it Mr. Duggan who brought the draft to you 
which had changed the wording from “Deputy” to “Assistant Attorney 
General”? 

Mr. Morris. Was it he who aid it? 

Mr. Keatine. Was it he who brought it to you? 

Mr. Morris. He would be sitting with us around a table in the oflice 
of the counsel to the President and we would talk all these things over 
and then he would go back to the Department of Justice, I guess, and 
then I would go over to the Bureau of the Budget or across the street 
or somewhere and start talking about positions in the budget and dis 
cretionary officers to whom questionnaires should be sent and inves 
tigations made up and then I would be called up to come back and 
they would say there was another draft for me to look at and I would 
come back to the executive office. 

Mr. Kearine. And this change to Assistant Attorney General was 
something which came out of a blue sky and was nothing you had 
discussed with them _ fore that. 

Mr. Morris. No, s 

Mr. Kearina. kul nothing was said to you before that draft was 
put in front of you? 

Mr. Morris. No, sir 

Mr. Keating. As a matter of fact, had you not even had an intima 
tion even before February 13 that the Justice Department was really 
trying to hamstring you? 

Mr. Morris. Well, I do not know that that is a very good word for 
the type of approach. “Hamstringing” is very ungentlemanly and 
those people are very gentlemanly people. 

Mr. Keatrine. May I say, Mr. Morris, I had taken the word from 
a statement which you made and I consider that we are all gentlemen. 

Mr. Morris. I think my friend, Murray Davis, got to editing a little 
there. 

Mr. Keattnc. You are quoted as saying that on the evening you 
talked with the President—namely, February 11, 2 days ahead of 
this—“T had a strong feeling that the Justice Department was out to 
‘hamstring’ me.” 

Mr. Morrts. I see. I guess in that statement we have the date 
wrong. I did not remember exactly which date it was. It could not 
have been that day because February 11 was the evening that I had 
that conference with the President. 

Mr. Keatina. That is right. 

Mr. Morris. And it was the next succeeding days that we were 
doing all this bill drafting and order drafting. I was referring to 
this incident which I just described to you. 

Mr. Keatrinc. When you made that statement you were referring to 
the things you just said. 

Mr. Morris. Yes. 

Mr. Kratrina. I gathered the contrary from the context—because 
just ahead of that statement you had explained about asking the Presi- 
dent if he would allow you to send questionnaires to people right in 
the White House, and he said, “You come in and investigate all of 
us,” and the next sentence is: “I cleared up one more problem,” and 
the next sentence is, “I had a strong feeling that the Justice Depart- 
ment was out to hamstring me,” and then you go on to say that you 
wanted a Presidential directive supporting you. 
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I gained the impression, and T think you would say reasonably, 
that it was all part and parcel of the same transaction. 

Mr. Morris. Yes. 

Mr. Keatrne. But you did not mean to imply that you had that 
feeling on the evening of the 11th when you talked to the President. 

Mr. Morris. No, sir. 

Mr. Keatine. Now, with regard to this power of subpena, you said 
n answer to a question this morning that Mr. McGrath prepared the 
bill—that it was prepared in his Department—but you did not tell 
is whether he expressed any views to you about this power of subpe na. 

Mr. Morris. I re ally « ‘an’t remember that he did, exce pt the ve ry 
first time when we brought it up. He said, “You don’t need this 
power because you can use the grand juries all over the ¢ ‘ountry. 2. 
said, “There are ninety-odd grand juries which you can use. 

I think that was the first or second time we met, back either at 
February 1, or January 30. 

Mr. Keartne. That was quite early in the game. 

Mr. Morris. Yes. 

Mr. Keatine. And as a matter of fact to refresh your recollection, 
did you not comp iat or at least tell the President that Howard Me- 
Grath did not agree with you, and he thought you ought to use the 
regular facilities, and the President said you were right and you 
should have the subpena power ? 

Mr. Morris. I do not think I quoted the President. I merely in- 
dicated that he was in accord with my suggestion. 

Mr. Krattne. Does that not refresh your recollection that you told 
the President of your disagreement with the Attorney General on the 
subpena power / 

Mr. Morris. Yes, but it was not a sharp disagreement. I think as 
soon as he realized the scope of this investigation, I think he was not 
opposed to my getting this power. 

Mr. Kearine. And thereafter, the President announced, did he 
not, that the Attorney General wholeheartedly concurred in the recom- 
mendations and arrangements for the subpena power / 

Mr. Morrts. I think so. 

Mr. Keatine. Now about this questionnaire. You have indicated 
that plans for getting out a questionnaire were discussed with the 
Attorney General, am I correct ¢ 

Mr. Morris. Do you mean the question of getting out “a” ques- 
tionnaire ¢ 

Mr. Kratine. Yes. 

Mr. Morris. Yes. And it was discussed with others. 

Mr. Kratine. Were the details discussed with anyone? 

Mr. Morris. One or two of the highlights might have been dis- 
cussed but I did not discuss the details with anyone in the adminis- 
tration, because I felt they would prefer to be able to say they were 
not consulted, thereby showing my independence and I thought I 
should be able to say that no one had made any suggestions for mak- 
ing these questionnaires less searching, so I did it on my own respon- 
sibility after consultation with two peopie who had been in investi- 
gation all their lives. 

Mr. Kearine. Did you discuss the questionnaire with the Secretary 
of the Treasury, Mr. Snyder? 
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Mr. Morris. Not until I called at his office about 2 weeks ago, as 
I would have with the head of every department before I com 
menced an investigation in that department, to find out what ap 
prehensions he had or misapprehensions or misunderstandings, be 
cause after all, I had tried to point out that I had no imputations to 
make against any individual in the department, that this was a method 
of procedure, and that no one had suggested to me a better method 
and that is why I followed it. 

The Secretary of the Treasury did very gracefully give me an how 
or more to discuss this. I told him the next batch of questionnaires 
would include his Department. When I realized the intensity with 
which his Bureau of Internal Revenue had been investigated, I said, 
“Well, I think we will just leave internal revenue out of this. The 
King committee has been very thorough, and you yourself have con 
ducted investigations, so we will confine it to you and your top-level 
assistants and secretaries and to the collector of customs, which has 
not been investigated.” 

Mr. Keating. Did he express any opposition ! 

Mr. Morris. No. To be fair to him, 1 don’t think he expressed any 
opposition. 

Mr. Keating. Did you go over the questionnaire with Mr. Lovett, the 
Defense Secretary / 

Mr. Morris. No, sir. As I said this morning, to make sure that he 
Was not concerned about any disruption of his Department I wrote 
to him that I would call upon him before commencing any investiga- 
tion in his Department, and I received a letter which ‘T related to you 
this morning, telling me that he was going away for a short time 
and when he came back, he would be glad to get together with me. 

Mr. Krarine. You are quoted as saying: 

I developed a questionnaire which I thought was reasonable. I went over all 
of this with the Attorney General, Treasury Secretary Snyder, and Bob Lovett, 
Defense Secretary 

Mr. Morris. I am quoted as saying I went over it with Lovett / 

Mr. Keatina. Yes. I have the quotation here. That is not correct ? 

Mr. Morris. No, sit 

Mr. Kratrinc. You did have occasion to go over the details with 
Messrs. Perlman, the Solicitor General, and Duggan, did you not? 

Mr. Morris. The three of us each had one in front of us and we 
went over it almost question by question. 

Mr. Keating. What kind of a reception did you get from them, with 
regard to the questionnaire ¢ 

Mr. Morris. Mr. Perlman has always been most helpful and Mr. 
Duggan has always been most helpful and both most courteous and 
the reception I got was most understanding and sympathetic. 1 
would describe it that way. 

Mr. Keating. They did point out some items in the questionnaire 
which they felt vou should not ask? 

Mr. ee ris. One thing they pointed out, I think it was Mr. Duggan. 
He said—I think we were calling each other by our first names at that 
point, and he said, “You know I am just concerned that some of the 
attorneys may consider this an invasion of lawyer-client relation 
ship.” 
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Now that question does not invade lawyer-client relationship. All 
it asks for is the name of the client, the matter involved, the amount 
of the fee, and the time spent. 

Now that question is not searching for irregularity of any kind. 
It was to build up, as many of these questions are, statistics to show 
that X number of United States attorneys were devoting so much 
time to private practice and earning so much in private practice, and 
X number were doing so and so, and going on down the line. We 
will say 20,000 to 10,000, and so forth, and that would support a 
feeling I have always had that there should be legislation requiring 
full-time attention to public duties, with no outside business. 

Then Congress could provide for higher salaries and fewer incum- 
bents and you would get undivided attention to public duty and ade- 
quate compensation so there would be no need for private practice or 
private business. 

That was the reason for the question. I said it did not involve the 
lawyer-client relationship because as I understand that involves dis- 
closure of facts which may have arisen in discussion between a lawyer 
and a client. 

They seemed to agree with that and also with the purpose of the 
question. 

Mr. Kearine. Did they express any opposition to having these 
———— made out ¢ 

Mr. Morris. No; they did not. For instance, I pointed out one other 
thing that the Solicitor General asked about. He said, “Here you ask 
how much money I spent in 1947, 1948, and so forth.” 

I said, “That question I cut down to make it easy for people in your 
position. I could have asked how much was spent for doctors’ bills, 
rent, medicinal supphes, theater tickets, vacations and so forth.” 

I said, “Well, that is too much of an onerous job for people i 
high position and I shouldn’t ask them that, so I just put in a gues 
tion asking for the total, ‘How much do you spend each year 
he said, “That is very easy. 

I put myself in that position. My wife and I have a joint expense 
account and all the school bills and household expenses we pay out 
of that. She has a check book for her own clothes and personal in- 
terests. For instance, she happens to be interested in painting. 

I have a check book for my dues to the bar associations and the 
luncheon club downtown and all that sort of thing which do not 
involve the household and all I would do would be to take the three 
check books and get an adding machine and just take the left-hand 
column of the stub and add up all the amounts there and you have the 
amounts expended each year by you and your wife. 

Well, that wasn’t so tough. 

Mr. Keatine. And they conceded that it wasn’t so tough? 

Mr. Morris. Sure. Both those gentlemen are ver y reasonable, both 
Mr. Perlman and Mr. Duggan. 

Mr. Duggan had a question which he raised. I got to know him and 
I liked him very much. I knew that he had been drafted back into 
public service. He had retired from Federal service some y 

Mr. Kearinc. Where was he then? : 


, and 


ars ago. 
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Mr. Morris. I have forgotten, but I think he was with the Depart- 
ment of Justice. In any event, he went back to private practice, in 
Massachusetts, and he had just returned. I think he only came back 
at the end of 1951, and since my questionnaire took you through 1951, 
he said, “Well, now, I was only here a month,” or whatever it was; 
a fraction of a year 

I said, “Well, that makes it even easier. All you have to do is con- 
fine yourself to that one period. You can do it in half hour flat.” 

Then he asked me about fees which were accrued before he cami 
into the Department of Justice and which were paid to him afterward. 

I said, “I am not interested in those. Don’t report it. This is 
reasonable.” 

So after those few questions and answers, I left. I thought, “Well, 
this Department will get through with this fast. I can report to the 
President what I found and I should think they would be interested.” 
I was very happy after that first meeting. 

Mr. Kearinc. So it must have come to you as quite a bomb she i 
when the Attorney Gener al in our committee questioned the signing 
of these quest ionnaires ¢ . 

Mr. Morris. Completely. It was a complete surprise. 

Mr. Kearine. That was the first intimation you had? 

Mr. Morris. Yes, Mr. Keating. 

Mr. Kearine. And up to then, no one in public life had even inti 
mated to you that these questionnaires would not be filled out ? 

Mr. Morris. No. I never thought of it. It never occurred to m« 
that anyone who has a well-ordered, respectable life would have the 
slightest difficulty in filling out that questionnaire. And any idea that 
it is undemocratic or totalitarian is just crazy. 

You are a more scholarly lawyer than I am.and you may be able to 
check my citation. You will remember Justice Holmes, I think i 
was, who had a famous decision in which a police officer said he had a 
right not to be investigated, a constitutional right. He said, “A police 
officer has a constitutional right not to be investigated but he has no 
constitutional right to be a police officer.” 

In other words, an employee in Government is always under an ob- 
ligation to make all disclosures, if circumstances warrant it. He has 
no constitutional right against being checked up. You wouldn’t have 
any discipline in Government, if Government could not check up on 
its employees. 

Mr. Keating. To summarize your feeling, it is that it was when 
you showed that you meant business and intended to find things out, 
that the knife began to fall ? 

Mr. Morris. It is just as simple as this: They brought me down to 
conduct an investigation and I was fired for doing what they brought 
me down to do. 

Mr. Krarine. Now, Mr. Morris, you did at some time—and this is 
not clear to me; whether it was when you talked to the Secretary of the 
Treasury or later—you learned that he had agreed with you or you 
staff to make certain income tax returns available. 

Mr. Morris. Yes, sir. Colonel Becker. 

Mr. Krarine. That was not the conversation when you conferred 
with the Secretary of the Treasury, or was it? 
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Mr. Morris. I can’t quite remember. I think we talked about the 
procedure of making income-tax returns available but 1 cannot state 
under oath whether we did specifically discuss that or whether we 
were just talking about events in his Department; but 1 do know this, 
because I got a report from Colonel Becker, who went to see Under 
Secretary Foley, and I got a report from him that the Under Secre- 
tary had assured him in the usual manner, with the approval of the 
President, that individual tax returns would be made available as we 
needed them. 

Mr. Keatine. Covering such people as you thought you needed ? 

Mr. Morris. Yes, sir. 

Mr. Keating. And that discretion was to be left with you? 

Mr. Morris. Yes, sir. 

Mr. Kratine. And that was being done with the President’s con- 
currence, is that right ? 

Mr. Morris. As I understand it, the names would have had to have 
been forwarded to the President and he would approve the releasing 
of those questionnaires. I think that is the machinery. 

Mr. Keating. But the Under Secretary of the Treasury indicated 
to your staff that whatever names you picked out as requiring investi- 
vation and sent them to the President that those income-tax returns 
would be made available. 

Mr. Morris. General counsel to the Treasury De partment confirmed 
that to me yesterday. in a telephone call because he read a newspaper 

article stating that that was de nied me. There was an article in the 
New York Post in which it was stated that one of the roadblocks in 
my way was that they would not be made available 

First the Under Secretary called me and I did not return his call 
until he left New York because I did not get his message—this was 
just a couple of days ago and I only came Washington. I then called 
him back and he had left town and his general counsel reminded me 
of this fact, that had slipped my mind. I had been told this by Mr. 
Becker just before this thing blew up—I forget exactly when, but he 
said he had seen Under Secretary Foley. 

Mr. Kratinc. I want to be clear on this point, that those names 
were to be determined by you and submitted by you to the President, 
and all of those returns were to be made available to you 

Mr. Morris. So I understand. 

Mr. Keatina. I might say, Mr. Morris, that you have encountered 
more cooperation in that respect than this committee has to date. 
So far we have requested the income-tax returns on 20 key officials, 
past and present, of the Justice Department, but to date we have had 
no reply to our inquiry. We are still very hopeful that the same co- 
operation will be rendered to this committee which was rendered to 
you. 

Mr. Morris. I thought the chairman had a satisfactory under- 
standing. 

Mr. Cuetr. May I say at this moment, Mr. Keating, that I had a 
talk with Secretary Snyder over the telephone in which he was dis- 
turbed about the President’s order in which he had, in so m: iny words, 
asked the various heads of the Department to decline respectfully to 
give this committee any information. As you know, that stemmed 
from the so-called dragnet approach. 
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Mr. Snyder, on that occasion, did say to me that he was ready and 
willing to cooperate and he wanted to make his files avail: tble over 
there and he would do anything within his power to cooperate, but 
he was somewhat embarrassed due to the existing order. 

I told him that I appreciated his cooperation and his friendly spirit 
and his desire to cooperate with the committee, and to please stand by 
until I could have an opportunity to talk with the President; that I 
hoped in the near future we would have a new order which would 
give him permission to allow us to see them and, of course, that is the 
position we find ourselves in today. 

I might add that I still have faith and I still believe before this 
week is out that we will have that order. 

Mr. Kearine. I know the chairman has been very diligent in seek- 
ing that information, as he has been throughout this inquiry. I share 
in his hope that we will very quickly have access to these income-tax 
returns which we feel, as you apparently did, are vital to the conduct 
of an inquiry of the character in which we are engaged. 

Mr. Morris, was it at the time of your talk with the Treasury offi- 
cials that you learned from them that the Justice Department was 
trying to hamstring’ you ¢ 

‘Mr. Morris. Learned from them ? 

Mr. Keatina. Yes. 

Mr. Morris. I do not think I ever heard anybody in the Treasury 
Department make any statement like that. 

Mr. Kearine. Well, Mr. Morris, I quote from this statement of 
yours. I had alre ady read the sentence, “I had a strong feeling that 
the Justice Department was out to hamstring me. Later, when I got 
over in the Treasury Department, I found that this was a contagious 
feeling.” 

Mr. Morrts. I see what you mean. That is not quite the question 
you asked me. 

Mr. Kerartina. I am sorry, but perhaps you could clear that up. I 
thought that contagious meant that they had caught the idea also that 
the Justice Department was out to hamstring you. 

Mr. Morris. What was behind that statement was—well, I think 
perhaps the Secretary’s lack of enthusiasm for an investigation was 
that his Department had been investigated by the King committee 
and perhaps he was kind of loathe to see another one coming in. 

Do you see my point? 

Mr. Keatine. The contagion consisted of a mutual aversion to more 
investigation, which you found existed in the Treasury Department, 
as well as in the Justice Department ? 

Mr. Morris. That is right. 

Mr. Kearine. I do not think you had mentioned the reluctance of 
the Secretary of the Treasury to be investigated or how he conveyed 
that impression ~ you, did you? 

Mr. Morris. I do not like to make quotations from high Govern- 
ment officials when I see them in their offices, and I do not think it 
will add very much to your investigation even if I did reply with a 
quote of what the Secretary said to me. It is not very Important. 
Then coupled with the fact that I had read rumors of one of the mem- 
bers of the Cabinet who expressed displeasure with my program was 
the Secretary of the Treasury. That is why I just let it go by saying 
it was “contagious.” So far the resistance had not developed. 
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Mr. Keatinc. Was it in this conversation or later that you learned 
that the Secretary of the Treasury as a matter of fact h: id cooperated 
with the King committee to the extent of sending out some thirty 
thousand questionnaires to employees of the Treasury Department ¢ 

Mr. Morris. That was during my conversation w ith the Secretary 
of the Treasury that I heard that number of people had received 
questionnaires. 

Mr. Keratine. Did he tell you that ? 

Mr. Morris. Yes, sir. 

Mr. Keratine. Did he say that it was done as a result of the Ning 
committee hearings ¢ 

Mr. Morrts. Now, I would like to be fair and I wish I could state 
really with authority, but I think he said he commenced that before 
the King committee moved in, but Iam not sure now. The thing that 
nterested me was that 30,000 questionnaires could be processed by 
0 or 50 investigators in that short a time. 

Mr. Keatina. It ace also interested you that nothing simi- 
lar had been done by the Attorney General and in fact—well, it 
would not be fair to say at that time that one tion had been raised to 
your method by the Attorney General, but it undoubtedly flashed 
across your mind that there had been nothing of that kind done in 
the office of the Attor ney General. 

Mr. Morris. What came across my mind was that here I was criti- 
cized for circulating a questionnaire and they had already done so 
among the Department of the Treasury employees. 

Mr. Keatine. Up to that time had you been criticized for circulat- 
ing the questionn: ure / 

Mr. Morris. I think there had been public criticism. I would have 
to go to the newspaper files to remember, but there was criticism long 
before that. 

Mr. Keattne. Did you go over and see the Treasury Department 
questionnaire ¢ 

Mr. Morris. No, I did not ask to. I expressed great interest in see- 
ing it, but I was not going to say I would like to see it because it was 
none of my business. 

Mr. Keatinc. Do you know whether or not it was as comprehensive 
as yours ¢ 

Mr. Morris. No, I do not, sir. I think there the accent was on net 
worth, but I do not know. 

Mr. Keating. You are quoted as saying: 

I found that Attorney General McGrath resented the investigation of the 
lederal Government just as soon as he learned that I meant business. 

That is the substance of what you said a few moments ago and I would 
like to pinpoint “meant business.” 

Do you refer in that to the investigation of his own personal trans- 
actions and the questionnaire which you prepared ¢ 

Mr. Morris. By saying that I meant business I was using an expres- 
sion to make clear that I was serious about it. 

Mr. Krattne. You had the feeling that as soon as he learned that 
you were serious he resented it? 

Mr. Morris. Well, the facts speak for themselves.. That is the 
doctrine of res ipsa loquitur. 


22983—52— pt. 1——-9 





INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


Mr. Kearine. You are also quoted as saying: 


McGrath wants to offer me a post because someone persuaded him that Newbold 
Morris was a nice easygoing person who would be impressed with the grandeu 
of the Justice Department and the honor of being a special assistant and would 
sit there for 6 months and do nothing but whitewash the administration, 

Was that an impression gained from your experiences or did some 
one intimate to you that that was your status and what was expected 
of you? 

Mr. Morris. That was the only conclusion I could draw from thei: 
bringing me down here. It is the only one. I do not see that there 
is any other conclusion that could possibly be drawn. 

Mr. Krartne. Do you attribute that to any particular individual! 
in the Justice Department ? 

Mr. Morris. Well, no. ‘The one who brought me down here was th« 
Attorney General. 

Mr. Keatinc. Of course, he was not the first one who talked to you 
about it. Do you mean the Attorney General in your reference / 

Mr. Morris. Well, he testified before you, Mr. Keating, about the 
names that were considered. I read the testimony before this com- 
mittee. He talked about my brother-in-law who had been consid 
ered for one post and my father-in-law who had been considered, 
and finally they got to another in-law and they said, “Well, what’s 
the matter with this guy? 

Mr. Kerartne. May I interrupt? You do not for one moment 
think the Attorney General would have that impression about Justice 
Learned Hand, do you! ¢ 

Mr. Morris. No. I know a little bit about that. The Attorney 
General never considered Learned Hand for this investigating job. 
I think what he wanted him for was on the Nimitz commission. 

Mr. Kearina. I think I should tell you at this point that the Attor- 
ney General testified before us that he did consider Judge Learned 
Hand. 

Mr. Morris. He may have considered him, but I do not think he 
ever asked him to come down and do it. 

Mr. Kearine. I see. Did I interrupt you there? 

Mr. Morris. No, sir. 

Mr. Ke. \TING. The first day when you arrived in Washington you 
speak of as an “eye-opener” commenting that “vicious undercurrents, 
double talk, broken promises, and duplicity of official Washington 
were all there to deceive me. Some became apparent before the day 
onied, z 

On that fateful Monday, February 4, will you tell us which of these 
vicious undercurrents, double talk, broken promises, or duplicity you 

-experienced / 

Mr. Morris. I think I will have to hand credit for the phrase 
“vicious undercurrents, double talk, broken promises, and duplicity of 
official Washington” to my friend, Murray Davis. He contributed 
things as I went along and the best way I can back that up is by speak- 
ing of the extreme cordiality of the first d: ay, the meeting with the 
Attorney General and the chiefs of his divisions in the afternoon. 

Mr. Keatinc. Which in meen now you look upon as double 
talk, broken promises, a's so forth. Would that be correct? 

Mr. Morris. That is right. 

Mr. Keating. What was the name of your personnel man? 
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Mr. Morris. Personnel director / 

Mr. Keratine. Yes. 

Mr. Morris. Arch Jean. 

Mr. Keating. Where did he come from ? 

Mr. Morris. The Department of State, on loan. 

Mr. Keattne. He is no one you knew before! 

Mr. Morris. No, sir. 

Mr. Keatine. He was a career employee in the Government ! 

Mr. Morris. Yes, sir. I had to find some people, like my executive 
officer, on loan from the Pentagon, and Jean on loan, just to take care 
of the mechanics of getting an oflice set up with clerical employees 
and people to handle the mail and so forth. 

Mr. Keatins. I would like to get it str aight on the record—and I 
think ms iybe it is a little confused at the moment—the number of your 
conferences with Mr. McGrath after your actual appointment. Were 
they two in number? 

Mr. Morris. There was one into which we went to some length this 
morning. 

Mr. Keatine. That was the luncheon meeting. 

Mr. Morris. I would guess there were three or four, probably, 
after my original appointment. 

Mr. Keating. In all of them, up to the luncheon, which was 6 days 
before he testified here, you had no reason from those conferences 
to conclude that he in any way disagreed with what you were doing? 

Mr. Morris. No, sir. 

Mr. Keatine. Now, the luncheon conference came about, as I un- 
derstand it, because you had been endeavoring to get him for some 
time and could not get him, and you concluded in your own mind that 
some coldness or aloofness had developed. Would that be correct ¢ 

Mr. Morris. That is right. 

Mr. Kearine. You finally did have this luncheon engagement and 
you told us a little about it, but you have not given us all of the mat- 
ters which you discussed at that luncheon that you can remember. 

Mr. Morris. Oh, I think so. : 

Mr. Keating. Have you? 

Mr. Morris. I think so. 

Mr. Keatine. There was nothing else discussed there which comes 
to your mind now which you have not already spoken of? Did you 
ask him “What have I done wrong, Howard ?” 

Mr. Morris. I asked him a question something like that. I did not 
say “What have I done wrong?” I knew I had not done anything 
wrong. : . 

Mr. Kerarina. “Do you still like me, Howard?” 

Mr. Morris. I said, “Howard, what has been the trouble ?”’ 

Mr. Keatrne. What did he say? You were still Newbold and 
Howard ? 

Mr. Morris. Yes. 

Mr. Keating. What did he say to you? 

Mr. Morris. Well, I suppose I have to answer you. It is nothing 
to be ashamed of, except it was a confidential lunch, but anyway I 
will tell you what he said. I do not see why he should resent it. He 
said that he disliked my having pinpointed the Department of Jus 
tice and when he asked where would the first questionnaires go, | 
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said Justice, and who would receive the first one, I said “Naturally, 
the Attorney General.” 

I reminded him, “Well, Howard, if that is what concerns you, do 
you remember how that came about, when I was first appointed ¢ You 
said, ‘I would welcome an investigation in my Department’ ” and then 
the newspaper reporters—and there may be some who are here today 
to support my testimony—said, “Where are you going to start, Mr. 
Morris?” And I said, “Well, after what the Attorney General sald, 
I might as well start in Justice.” 

There is another good reason for starting in Justice and that is as 
a lawyer it was more readily apparent to me and my lawyer members 
of the staff to put a finger on where the discretionar y officers were. It 
would take a very little time to close the gap between the Bureau of the 
Budget office, which was a series of budget lines, positions, with no 
names of incumbents, and the names of the incumbents which were 
in the possession of the personnel officer of the Attorney General’s 
office. 

So that was very easy to close that gap. The only reason there 
was any trouble at all is because aia were just a few who were 
working out of title, in a position higher than the one they were 
qualified for, but to fill a vacancy and perhaps temporarily. 

That was a very easy department, comparatively, to start with. 
The other departments, it took hours and days to take these positions 
out of the Bureau of the Budget and make sure those were in fact 
occupied by incumbents who were in the so-called sensitive positions. 
The Bureau of the Budget gave us the greatest cooperation on that 
kind of work. 

In New York, for instance, it is much easier because, before a posi- 
tion is filled, that appointee is certified by the Director of the Budget 
so his name goes right in the Budget Director’s officer, and you have 
it all there, but here the Bureau of the Budget has just lines and 
lines and lines with grades and grades and grades, and you have to 
fit the personality into that chart. 

Mr. Keatine. Did you’ explain to Mr. MeGrath at this luncheon 
vour reasons for selecting the Justice Department ? 

’ Mr. Morris. Yes; and I did it so gracefully that in no time at all 
we were all in good humor again. 

Mr. Keatine. And he seemed to be satisfied by your reasons? 

Mr. Morris. Yes, sir. 

Mr. Kerarine. Did you gather from your conversation that if you 
had selected some other department for your first investigation that 
this coolness would never have deve sloped ? 

Mr. Morris. In retrospect, I think it would have developed when- 
ever I came in to demand his records. 

Mr. Keratina. If you had selected some other department for your 
first investigation, do you know whether any coolness with the Attorney 
General would have deve sloped ? 

Mr. Morris. That I just could not answer. I do not know. 

Mr. Keatina. Now that was a rather significant part of the con- 
versation with the Attorney General which, entirely through inad- 
vertence, I am sure, you neglected to tell us about this morning. 

Is there anything else that you recall now in that conversation 
which might be of interest to this committee? 
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Mr. Morris. Well, I think I told you what we talked most of the 
time about the law, and the meeting of a grand jury and how to do it. 
Mr. Keatine. Of course, you knew that there was this libel action 
against the ship in the Justice Department. 
~Mr. Morris. Yes, sir. 

Mr. Keatine. But as I understand you were not familiar with the 
fact, when you assumed office, that attorneys in the Criminal Divi- 
sion of the Department of Justice had already been consulted re- 
garding your connection with these deals and had had the matter 
under study for several months? 

Mr. Morris. Well, this is the way I think it got into the Criminal 
Division. The question of the acquisition of the vessels originally 
and not just these vessels, but a whole lot of others—went to the 
Criminal Division because they came out of facts which arose, I be 
lieve, in the investigation of the RFC, and because the United Tanker 
group had acquired these vessels from the other group—that whole 
file, | guess, went to the Criminal Division. As far as 1 know that file 
involving United Tanker was some long time ago; somebody must 
have decided that this should go to the Claims Division. 

Mr. Keatine. But did you know when you assumed this position 
that your own connections and those of your company with tanker 
transactions had been a matter of study for some months in the 
Criminal Division? 

Mr. Morris. I personally did not have much to do with it. You see, 
this tanker-corporation organization was represented by my partner 
and, as I remember, whatever I knew I knew mostly second-hand. 
But I never at any time had the slightest question about me personally 
or any of the individuals personally being scrutinized with a view to 
having violated any section of a law. I just know that that could not 
be true. 

Mr. Krattna. Mr. Morris, please understand that I am not making 
any charges or assessing the merits or demerits of the matter. 

Mr. Morris. As nearly as I could get to that was when I heard about 
this. I called to Admiral Cochran, who is the new Director of the Mar- 
itime Administration under the Hoover Reorganization Act, and I 
asked him, since he just arrived, if there were any facts that he 
wanted to know, and I wanted to tell him about all the background so 
he would know. 

Mr. Kratinc. When was that? 

Mr. Morris. Sometime during the summer of 1951. Whether it was 
June, July, or August, I cannot remember. He assured me that the 
only purpose of libeling a vessel—I do not think the vessel was libeled 
until early fall—was to make a test case on the question of citizenship 
status of these corporations under the Shipping Act. 

Mr. Krarine. Now, that has to do with libel action and that is a 
civil action. 

Mr. Morris. A forfeiture action is in the twilight zone. Forfeiture 
implies violation of something, but the remedy is the attachment of 
the ship. ; 

Mr. Kratine. There is no remedy by way of indictment ? 

Mr. Morris. Not unless the individual has violated the law, but I 
know none of us have, so I never even thought about it. 

Mr. Keattne. I have no reason to question your own knowledge 
about your own position, but I am very much interested in knowing 
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whether you knew at the time when you assumed the Office of Special! 
Assistant to the Attorney General that some 6 months before that time 
the attorneys in the Criminal Division had been consulted regarding 
your connection with the deals, and that of your company. 

Mr. Morris. I am very much surprised to hear it if it is true. I did 
not know it until now. 

Mr. Keating. If you had known that, would you have assumed the 
position of Special Assistant to the Attorney General? 

Mr. Morris. I think if I had known that I would have come right 
down to Washington to find out what it was all about long before 
anybody ever thought of me for this position. 

My only interest in going to see the Maritime Administrator was 
because I was concerned about the security of the assets of the founda- 
tion which I head. 

Mr. Kearina. Is it fair to conclude that if you had known of the 
existence of study by the Criminal Division regarding your transac- 
tions you would not have accepted the position as Special Assistant to 
the Attorney General ? 

Mr. Morris. Well, I would not put it that way. I would have then 
told the Attorney General, “I have just heard about this and you better 
clear this up before appointing me.” 

Mr. Keartine. And unless it was cleared up you would decline ap- 
pointment ? 

Mr. Morris. Why certainly. I would not have gone ahead. 

Mr. Keatinc. You would have been in a difficult position to be an 
investigator of a department where that department had at the time 
the power of indicting you, or not indicting you, or holding something 
over your head ? 

Mr. Morris. Congressman, I am sure that nobody ever had that 
idea in their minds because there is no misconduct. 

Mr. Kearrne. I hope that you will understand that I am not charg- 
ing you wath any misconduct, but I do feel that I must press that line 
of inquiry. 

Did I understand that your first knowledge about the Attorney 
General’s line of testimony before our committee was when you read 
it on the ticker? 

Mr. Morris. Yes. No; now wait a minute. The chronology of my 
hearing about my being fired ? 

Mr. Krattna. No; about the testimony which he gave on Monday 
here before our committee. 

Mr. Morris. Oh, yes. That is the first indication I had that there 
was any hostility of any serious proportions between us. 

Mr. Keatrne. And you learned it from a ticker or a newspaper 
service ¢ 

Mr. Morris. Yes; that is right. 

Mr. Keattina That was on a Monday and you decided not to make 
any effort to communicate with the Attorney General and you ex- 
plained because you felt things had reached an impasse where some- 
body had to give on it? 

Mr. Morris. That is right. 

Mr. Keatine. Did you discuss it with anyone in this Department? 

Mr. Morris. No. 

Mr. Keatrtne You just decided to sit tight and see what happened? 
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Mr Morris. I just decided to sit tight until there was a real oppor- 
tunity for the President to show his good faith as he had in the past. 
It was a real crisis. It was somebody he was personally fond of and 
who was high up in his administration, and I just decided to wait 
and see who he was going to support. 

Mr. Keating. Who do you consider that he did support ? 

Mr. Morris. It is like the end of a Shakespearian tragedy where 
we are all lying around on the stage. 

Mr. Keating. Did you make any effort to communicate with the 
President ¢ 

Mr. Morris. When I first got the ticker announcement that he was 
firing me, and before I received his formal communication of dis- 
missal, I did call the White House. 

Mr. Keattnc. May I interrupt? Before you saw the ticker that 
he fired you, you had not communciated with the White House? 

Mr. Morris. No. 

Mr. Keatine. You did not even try to. You thought you would 
wait and see what the President was going to do? 

Mr Morris. Yes, sir. 

Mr. Keartine. Well, now, the first thing you got was something 
from somebody besides the President, and that was this dismissal 
which you say you saw on the ticker ? 

Mr. Morris. Yes. 

Mr. Keatine. And then shortly after that it was delivered to you? 

Mr. Morris. Shortly after that, but in between the time that I saw 
it on the ticker and the time the letter came over I could not believe 
what I saw on the ticker, so I called several people at the White House, 
none of whom I could reach. They had all gone out to lunch, 1 was 
told, and the only reason for my calling was to find out if that could 
have happened, because I had no formal communication. 

Mr. Keattne. With whom did you talk at the White House? 

Mr. Morris. I did not get anybody. They were all out to lunch. 
Then I think the first one to call me back was—either Joe Short or 
Donald Dawson; I cannot remember which; it was about 3:30 or so 
in the afternoon, and I said, “Whatever I was calling you about, I now 
know, because I have a letter, but now that I have you on the wire 
I would just like you to know that I am not leaving here until to- 
morrow afternoon and if the President would like to see me I am 
here.” 

Mr. Keatine. Have you heard from him? 

Mr. Morris. Well, I really do not know whether I have or not be- 
cause I left for New York on the 3 o’clock train, I guess, the next 
day, and after I got back to New York Colonel Becker called me and 
said the President, or somebody had called for the President, at the 
office and that he told them I had gone back to the hotel and evidently 
they had called the hotel. 

Now, who it was or why, I do not know, and I figured if they really 
wanted to reach me they knew how to get me in New York so I have 
not made any attempt to reach the W hite House since. 

Mr. Keating. You have not heard anything more from the Presi- 
dent or anyone in his behalf since? 

Mr. Morris. No, sir. 

Mr. Keatinc. Do you know whether or not he was consulted regard- 
ing your dismissal before it took place ? 
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Mr. Morrts. I only know the conjectures I read in the papers. 
do not know anything first-hand 

Mr. Keatine. Would it be possible to draw any conclusion from 
the events except that he acquiesced in your dismissal ? 

Mr. Morris. Well, I was very much interested all week-end about 
this, but now that it is receding into the past, I really do not care 
All I know is that I am out and my interests in good government will 
continue and I will probably some day get in another—I do not seem 
to be able to keep out of one event or another—but this is finished. 
There is no purpose in my trying to find out how it happened. All 
I know is that it happened. 

Mr. Keating. Mr. McGrath was asked this question and gave the 
following answer: 

“Tn the light of what you know now, would you again appoint him,” 
meaning you “as your Special Assistant?” And his answer was, “No, 
sir.” 

May I ask you in the light of what you know now would you again 
go to work for the Attorney General as a Special Assistant / 

Mr. Morris. No, I would not. 

Mr. Kearinc. Would you feel the same about the next Attorney 
General as to Mr. MeGrath ? 

Mr. Morris. I will tell you I would not have the strength to go to 
work for anybody down here for quite a while. Iam all in. 

There is one question you raised that I have been thinking about. 
When you asked me about the Criminal Division’s investigation of 
me, and my telling you I did not know about it “way back”—you 
said “way back, some months ago.” The only one who could have 
known about it between McGrath and myself would have been 
IG would it not, if he was Attorney General? Therefore, if he 
knew it, he knew more than I did. Therefore, why would he have 
enine me down to carry on this work if he knew that I was under 
suspicion by his Criminal Division ? 

Mr. Keatinea. That, Mr. Morris, is exactly one of the questions 
which this committee is interested in. 

Mr. Morris. The thing that bothers me about it is why—one of the 
things about our country is that people are presumed to be innocent 
until they are proved guilty and this kind of stuff leaking out, and a 
columnist getting hold of it, makes you kind of worried about the kind 
of condition our country has gotten into. How a columnist could get 
hold of that information, and how would you get hold of it? I do 
not know. I wish I knew. 

Of course, I am asking you a question and I am not supposed to, but 
I think it is a very dangerous procedure where leaks come out of a 
department in order to damage a man’s character. 

Mr. Kratine. I want to say, Mr. Morris, as far as IT am concerned— 
and I am sure I speak for the committee—we have no preconceived 
ideas on that subject. 

Mr. Morris. All you have is what you heard on the air. 

Mr. Kratine. We do not say that, but I do not mean by any of my 
questioning to make any charges against you or to impugn your char- 
acter or reputation in the slightest degree. We have no reason to do 
that and I agree with some of the things you have said regarding— 
with some of the things you have said; I disagree with others—some 
of the congressional investigations and it is our sincere hope that in 
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this investigation we will not transgress the rules of fairness and fair 
play, with any witness. 

I have just a final question, Mr. Morris. Does it not impress you, as 
a result of your entire experience along the line of the last question 
which I put to you, and upon reflection, that it - an impossible task for 
a Special Assistant to the Attorney General, or indeed for the Attor- 
ney General himself, to do the kind of a job wae h you believe you 
were selected to do? 

Mr. Morris. In my opinion, I agree with you entirely. That ts 
why I felt the need right away of an independent status and complete 
freedom. 

Mr. Cuetr. Mr. Hillings, do you have any questions? 

Mr. Hinurnes. Yes, I do, Mr. Chairman. 

Mr. Morris, I have been listening to the testimony throughout the 
day with a great deal of interest and I am sure that the committee 
has appreciated your coming down here and discussing some of these 
matters with us. 

I must say, however, that I have been a little bit disappointed in 
that I felt perhaps you could have provided us with séme informa- 
tion regarding specific cases of misconduct in government as a result 
of the many tips and information that came to you during the course 
of your 2 months in official Washington. 

Of course, we have been very much interested in your charge that 
official Washington does not want to be investigated; the statement 
that you made not so long ago in the Seripps-Howard papers where 
you said that the Federal Government in Washington is in such a 
chaotic state that an honest investigator, no matter how capable, can 
be made to look like a fool. 

We can certainly see the problems you were beset with in the course 
of your inquiry, but it seems to me somewhere along the line, you 
must have received a little more detail and a little more specific 
information regarding some cases that this committee could take up 
in addition to the other cases which we are now considering. 

I hope that if you, or your staff members ultimately find that you 
have such information, that you can pass on to us, either in public, 
or executive session, that it can be made available to the committee. 

That, of course, in my mind raises this question: Is there anyone 
whom you are trying to protect in not divulging all the various cases 
or at least some of them, that have come to your attention during 
the course of your previous investigation ? 

Mr. Morris. No, sir. That is not the kind of an individual I am. 

Mr. Hitiines. Have you had any information you would tell the 
committee about specific cases? 

Mr. Morris. I do not know that I would tell the committee, be- 
‘ause as I told you—I think it was the chairman himself who agreed 
arlier today—l feel that as Special Assistant in an arm of the execu- 
tive branch, my responsibility was over when I turned anything over— 
records or anything else—to the properly constituted authorities. 

In other words, if prosecution was necessary, it would be turned 
over to the United States attorney. That is the machinery which is 
in existence today, and I have no "other machinery because no one 
would give me the power of subpena. 
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Mr. Hit11nes. In other words, may I gather from your answer, 
then, that you still do not feel that you should turn over any such 
information that you might have to this committee ? 

Mr. Morris. That presents a very difficult problem. I think all 
of us would be in agreement that if I were still performing my duties, 
I could not very well turn over, as a representative of the executive 
branch, material to the legislative, could I? 

Mr. Hitiines. Of course, you are not in your official position any 
more. That is the point of the question. 

Mr. Morris. No, but the question is really not very important, 
because I have nothing to disclose, as I tried to point out. The 
investigation was just getting off the ground when I was fired. 

Mr. Hiniines. Would you encourage members of your former staff 
to present any information they may have gathered on specific cases, 
to the committee # 

Mr. Morris. I do not think that any of them had anything. We 
all were working on programing, except for one, George White, who 
was on hkoan to us from the Treasury Department, and he was out in 
the field. 

Mr. Hit11nes. The FBI took over what records the staff did have; 
is that correct? 

Mr. Morris. I believe so. 

Mr. Hitures. Do you think it would be helpful for this committee 
to attempt to obtain those records? 

Mr. Morris. No; I do not. I think you have so much more by way 
of powers to proceed that I would not waste time even looking at them. 

Mr. Hittrnes. Insofar as obtaining actual information on specific 
cases during the course of your investigation, you did not have time 
to obtain much information? 

Mr. Morris. No. Nothing involved anybody in the higher echelons 
of government. 

Mr. Hitzuines. You commented earlier about Mr. Duggan, the As- 
sistant Attorney General, the assistant to Mr. McGrath. Would you 
say as a general conclusion, perhaps summarizing what you have said 
earlier, that generally, Mr. Duggan’s attitude was certainly not coop- 
erative with you in the course of your investigation ? 

Mr. Morris. No. I tried to give the reverse impression of Mr. Dug- 
gan. I think he was simply carrying out somebody else’s instructions. 
He and I personally had a very nice friendly relationship and I have 
the highest regard for him. 

Mr. Hinirinas. He certainly did object to the questionnaire. 

Mr. Morris. No, he did not. He asked questions about them, but 
when I resolved his questions, his doubts seemed to be removed. I 
tried to give quite the reverse impression about Mr Duggan, and the 
Solicitor General. 

Mr. Hitiines. How about Mr. Vanech, who is the Deputy At- 
torney General? Did you have any conversations with him? 

Mr. Morris. We had a long conversation. Mr. Baum and I went 
over and spent quite a little time with Mr. Vanech, just about this 
subject. On the way out, we met a couple of young States’ attorneys 
who were very interested to hear about it, and we had a very amusing 
conversation with them. 

Mr. Hitiines. Did Mr. Vanech object to the use of the question- 
naire ¢ 
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Mr. Morris. No, sir. 

Mr. Hinurnes. Did any of the United States attorneys aside from 
Mr. Duggan, Mr. Perlman, or Mr. McGrath himself, whose conversa- 
tions you related earlier, did any United States attorneys object to 
the use of the questionnaires ? 

Mr. Morris. They had the same types of questions which they 
raised. 

Well if you want to know, I do not think it will help you, but I will 
tell you if you would like to know. One of them said, “I have just 
been able to reconcile a couple. One couple was a client of mine who 
was seeking a divorce. I brought them together and they are happy 
_ I do not like to divulge the names of this married couple who have 
been brought together again. 

I said, “Look, I am reasonable. We are all reasonable men. Just 
put in there that you represented a couple, one spouse, and you do 
not want to divulge their names. I am not going to ask for their 
names.” 

Mr. Hines. Did you hear about a meeting of various United 
States attorneys throughout the country who met here in Washing- 
ton, the weekend prec eding your dismissal, and protested to the At- 
torney General on the conc ‘lusion of your questionnaire ? 

Mr. Morris. No, I did not. You say it happened, and this is the first 
time I have heard of it. 

Mr. Hines. Did any specific Federal official tell you to go easy 
in the course of your investigation ? 

Mr. Morris. No, sir. 

Mr. Hines. They did not? Did any Members of Congress sug- 
gest that it might be wise for you to go easy ? 

Mr. Morris. No. 

Mr. Hitiines. You said many times you felt the President was be- 
hind you in the course of your inquiry. I believe some reference was 
made to that a few minutes ago. How do you account for the fact, or 
do you place any credence in the story by Mr. Arthur Krock, w hich 
appeared recently in the New York Times, following your dismissal, 
which carried the account of how the President apparently was in full 
agreement with Mr. McGrath over your dismissal in advance of its 
taking place ? 

Do you think that that may be true? Do you have any occasion to 
know of it? 

Mr. Morris. Very possible. I have great respect for Mr. Krock’s 
sources of information and for the veracity with which he writes. 

Mr. Hitiincs. You think it could possibly be true that the President 
may have concurred in your dismissal in advance of its taking place? 

Mr. Morris. I really don’t know, but it does not interest me anymore. 
It is all over. I have only one life to live, and I do not want to live it 
thinking about all these things. This is a short period, a short and very 
aggravated period in my life. I did not ask for this job; I knew it 
would be tough ; it was even tougher than I expected and now, I want 
to pick up the threads of normal life again. 

Mr. Hivurnes. Do you think that it would be helpful to this com- 
mittee to try to use a questionnaire similar to yours in investigating 
the Department of Justice ? 

Mr. Morris. Yes;I do. I think it isa very useful part of an investi- 
gation because it requires full disclosure under it, and from that, you 
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ean check the standard of living of the incumbent; you can send in 
vestigators out to wherever they have their homes and their real estate 
parcels which they list, finding out how they live and check again the 
answers to the questionnaire, 

Then you have the — r, I believe, to subpena bank accounts, which 
I could not do, and brokerage statements and other financial state- 
ments, to check against the questionnaire. 

Mr. Hitires. In other words, you feel that the information in the 
questionnaire could be superior to information obtained from income 
tax returns ¢ 

Mr. Morris. Oh, yes, for instance if you are an examining justice, 

. lawyer only fills out "his interest in the partnership. ‘The income 
teem the partnership, and the gross amount is there. This requires it 
to be broken down. And then, the income tax return does not include 
any information of net worth and it does not ask you what you receive 
by way of gifts in excess of a given amount—whatever amount is up 
to you. 

And how much you win, or lose, in gambling during the last year, in 
excess of whatever figure you want to put there is very important, 
hecause when somebody turns up with an 11-room house that costs 
$150,000 and you want to know how he paid for it; there are two stock 
answers that come up through the years; one is “My mother-in-law 
gave it to me,” and the other one is “I won money on the horses that 
year.” So you check against that. 

Then you check the amount received in fees, with the amount of time 
involved. If you put $15,000 down as pay from one client and it is 
only 2 hours’ work, you go to the clie nt and say, “Are you in the habit 
of paying $15,000 for 2 hours’ work ?” and the chent says, “Well, what 
he did for me was to make a couple telephone calls and it was worth it 
to me.” 

You get a lot of information which is very important. 

Mr. Hitxrnes. On this question of your personnel man, Mr. Jean, 
did you have any feeling at all that Mr. Jean may have been inform- 
ing’Mr. McGrath or other people in high places in Washington, of 
some of the activities of your investigation, particularly as to the 

et-up of your staff? 

Mr. Morris. Well, since he was the recruiting officer for all of my 
staff except the top people, that would be like talking to himself if he 
went over to tell anybody what he had been doing, because he was 
responsible for that, and he did it very efficiently. He got me three 
of the best secretaries I have ever had in my life. 

Mr. Hiturnes. You had great faith in him? 

Mr. Morris. Yes; I did, and still have. 

Mr. Huttrnes. You think he was basically loyal to you? 

Mr. Morris. Yes; I do. 

Mr. Hitiines. Now, the second line of questioning I would like to 
take up is in the way of follow-up on previous questions. 

I have this preface: I think the amazing events of last week have 
tended to certainly bear out the widespread public feeling that the 
administration is not desirous of a clean-up. 

Mr. Rogers (interposing). What has that to do with any questions 
to ask? 
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Mr. Hitx1nes. I have a line of questions I would like to ask at this 
point, and I would like to preface it with just this comment from my 
own opinion. 

Mr. Rocers. Why don’t you ask him the questions instead of read- 
ing him a speech? You can go over on the floor of the House and do 
that. This fellow is here to be asked and answer questions. 

Mr. Hires. I think most every other member here today has 
made a statement on it, and 1 was commenting by way of explanation. 

Mr. CHELF. Let us try as best we can, gentlemen, to keep to the 
questioning, because we do not want to keep Mr. Morris here too long. 

Mr. Hiuines. The point I wanted to bring out was the fact that 
after 2 months and 2 days, you were turned out, despite the fact that 
your appointment had been widely heralded by the administration, 
that Mr. McGrath and the President and others had said very fine 
things about you and others had said very fine things about you, and 
had given you supposedly the utmost authority to carry out your 
mission. 

I think that brings us again to the question mentioned earlier by 
the gentleman from New York, that the circumstances surrounding 
the information are extremely important to the committee. 

Now, there is a conflict in the testimony of Mr. McGrath. He stated 
that he did not know at the time of your appointment that you or the 
foundation which you headed was under investigation by the Justice 
Department. 

Mr. Morris. Not the foundation. 

Mr. Hitirnes. Well, it was its connection with your involvement in 
the tanker deal that was under investigation by the Department, and I 
believe you said that you thought Mr. McGrath did know that such 
investigation might have — underway. 

Mr. Morris. I think it is a reasonable presumption to know that 
when the Attorney Gener: ‘al is going to make an appointment of a per 
son with my character, that he would have had me exhaustively inves 
tigated on every phase of my private life. 

It seems impossible to believe that he would ask me to come down 
here when there were facts within his knowledge as Attorney General, 
or should have been to his knowledge, that would appear to be reasons 
for not having me down here. 

Mr. HItuinGs. Now that raises in my mind two questions, two pos 
sible reasons why your appointment was made. 

Assuming Mr. McGrath did know that such investigations of a 
tanker deal were underw: ay, do you think that there could be any 
desire of his, or other individuals, to give you the appointment with 
the prospect that because of that investigation you might be inclined 
to go easy in your own inquiry 

Mr. Rogers. Well, now, Nir. ¢ Chairman, I do not think that it is 
proper for the man to ask this witness what somebody else may 
think. 

Mr. Hiturneés. I would appreciate it if the gentleman from Colo 
rado would let me go ahead with my questions. He asked a wide 
variety of them during the day. 

Mr. Ramsay. I want to make an objection, too. The resolution 
under which this committee was empowered to proceed here today, 
provides that we are to consider only credible evidence, and not ask 
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people what they think and what they believe and what somebody 
else said. 

Mr. Hitiines. I am very much interested in the particular opinion 
of this witness on the subject. 

Mr. Rocers. Mr. Chairman, I renew this suggestion, that if he wants 
to ask questions of what this man knows, ask them, but to predicate 
what somebody else may have said and what he in turn may believe 
what somebody else thinks, goes beyond all realm of any possible 
legal understanding of any facts here as to what he may think what 
Mr. McGrath thought. It is not proper. : 

Mr. Cuetr. The gentleman is correct from a legal standpoint. The 
Chairman has indulged in considerable latitude in asking questions, 
leading questions, indulging in hearsay and everything else, in order 
to get the facts. 

I will say, Mr. Hillings, please confine your questions to the per- 
tinent issues that we have here and let us = get off on a tangent. 

Frankly this tanker thing, as I see it, has been explored here 
thoroughly and completely by Mr. eemea and several others, and I 
think it is repetition at this particular time and I do not think it would 
tend to give us any new or additional facts, and then let us not 
forget, gentlemen, that this gentleman here is not on trial. This 
gentleman here is a willing witness and is trying to help this com- 
mittee and we certainly do not want to do anything to embarrass him. 

Mr. Hmzrnes. Mr. Chairman, I certainly agree on not trying to 
embarrass the witness, but I believe my question is perfectly proper 
and in fact, I think it is one of the most important points of this 
W ain particular inquiry, the reasons behind this appointment, why it 
was made, who sponsored it. Is there any reason why it was made 
with the thought of perhaps an investigation maybe being conducted 
in an easy or slipshod manner because of certain other factors that 
have been raised relating to this tanker deal ? 

Mr. Cuetr. But the situation remains, Mr. Keating, I think, has 
gone into that very thoroughly, and I am going to sustain the objection 
that we do not go into that any further. 

Mr. Hitiines. Let me ask this question of the witness: Do you think 
by any chance, then, that you may have been—I take it from some 
of your comments earlier that you said perhaps you were brought 
down here without any real desire on the part of the people who ap- 
pointed you, for you to conduct a full investigation. You stated 
earlier that the Federal Government in Washington is in such a chaotic 
state that an honest investigator, no matter how capable, can be made 
to look like a fool—do you think you were brought down here to be 
made to look like a fool ? 

Mr. Morris. You are asking me what I think of the intentions of 
the people who brought me down here? 

Mr. Hituines. That is right. 

Mr. Morris. I am quite sure that the President of the United States 
had complete sincerity of purpose when I arrived here and all the way 
through. I do not know what happened recently, but I am quite sure 
that Howard McGrath, when he appointed me, did feel that he was 
offering to the people some machinery for cleaning up the situation 
inthe country. He felt it was needed. 

If you had asked him and he had answered on February 1, how far 
do you want this man to go, I do not know what his answer would have 
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been, but certainly no statement that he did make could have been 
improved on if he wanted to dissuade me in my sincerity. He made a 
statement about me and nobody has made a finer one. I said to 
Howard, “I am good, but I am not that good.” 

Mr. Hitires. On the question of the disclosures of the tanker deal, 
in discussing the pending appointment with your law partners in New 
York, did you ask their advice as to whether you should disclose your 
part in the tanker deal ? 

Mr. Cuetr. Mr. Morris, you do not have to answer that question. 
Mr. Hillings, I hope you will proceed on questions and let us get 
by with that. I think that has been covered thoroughly and com- 
pletely. : 

Mr. Hitures. I have not registered my objections, but I have a 
disagreement on that point; but I will abide by the rule of the Chair. 

Mr. Cueir. We have gone into it as completely as we could go into it. 
I do not know of any other question we could go into. I think it is 
repetition. You do not have to answer that question. 

Mr. Keratinea. I would like to say, it seems to me if the witness de- 
sires to answer or desires to make a statement, he should not be shut off. 

Mr. Cueur. Of course, that is with you, Mr. Morris. The only 
thing the Chair is trying to do is protect your rights and if you want 
to answer it, you go right to it. 

Mr. Morris. I would like to answer it very briefly. The question 
was, did I talk over with my partners, the question of revealing the 
tanker deal? Well, you can ask that question in an ugly way or you 
can ask it in a fair way, but it was not “a deal.” It was the acquisition 
of tankers by one United States corporation from another, through the 
purchase of stock, and the tankers were to be used for a very important 
purpose of Chinese postwar recovery. 

There was nothing ugly about the deal, and there was nothing in- 
volving the violation of any law, and full disclosure had been made to 
the Maritime Commission and the Maritime Commission ruled that 
those tankers were owned by a citizen corporation, because it is citizen 
controlled. 

So, when you ask the question in the way you did, Congressman, did 
I discuss whether the tanker deal should be revealed, of course, we did 
not, because there was nothing ignoble about it or anything to be crit- 
ized about the acquisition of tankers and, of course, we did not discuss 
that. 

Mr. Hines. Did your law partners know that the Department of 
Justice was contemplating some action on that? 

Mr. Morris. That is what I am trying tosay. Long before I came 
down here, the vessel had been.attached for the purpose of making a 
test case of citizenship. 

Mr. Hines. At the time the discussions took place over your ap- 
pointment as Special Assistant to the Attorney General, did you men- 
tion to the Attorney General, the contact with Frieda Hennock, in re- 
gard to other phases of the tanker transaction ? 

Mr. Morris. I had no contact with Frieda Hennock. I called her 
and asked her where I could find out about the procedure in the Federal 
Communications Commission in filing applications for the litigation on 
forfeitures made against a vessel for an employment of a noncitizen 
radio operator when the American operator had been repatriated from 
a foreign port. Just asa matter of information, she told me where to 
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go so I went there. All that was brought out in the Hoey committee 
hearings, and I do not think they are relevant to this. 

Mr. Hitiines. You did not mention that in the course of your dis- 
cussions over your appointment ? 

Mr. Morris. No. Why would I? It was not relevant. Why 
would it be relevant to my appointment? 

Mr. Hixirnes. You are asking me why it would be relevant? 

Mr. Morris. Yes. 

Mr. Hituines. Well, personally, I think in view of your earlier state- 
ment that Federal employees should be willing to disclose any of their 
transactions or involvements with the Federal Government in the 
course of his employment—— 

Mr. Morris. If the Attorney General had asked me about it, I would 
have willingly told him anything he wanted' to know, but it was not 
important. 

Mr. Hitxres. In your opinion, I think you said, the Justice De 
partment is an extremely sensitive Department in the Government. 
If someone was trying to make a fix in the Government service, the 
Justice Department is very forceful because it can launch action on 
individuals within the Department. 

Mr. Morris. That is right. 

Mr. Hiniines. You agree with that? 

Mr. Morris. Yes. 

Mr. Hitirnes. You feel that on the question of investigating corrup 
tion, certainly the Justice Department would be in a very keen and 
sensitive position 4 

Mr. Morris. And also because the Justice Department sets an ex 
umple that true administration of justice is the firmest pillar of good 
vovernment. 

Mr. Hintriines. Do you think it is a wise course of action in the 
selection of an Attorney General to select a man for that particular 
post, recognizing the type of an agency that the Department of 
Justice is, who has served as the head of his political party, either 
Democrat or Republican ? 

Mr. Morrts. I do not understand. 

Mr. Hit1ines. Do you see anything in the appointment of a man 
as Attorney General, who had headed the national committee of his 
party, that might make it more difficult for him to carry out the duties 
of Attorney General? 

Mr. Morris. Well, he did not remain, did he, as Chairman of the 
National Committee ? 

Mr. Hituines. I am not speaking of his remaining at the time he 
s Attorney General, but I mean a man who previously headed the 
national committee of his party, with of course, great political loyalties 
and leadership ? 

Mr. Rogers Mr. Chairman, I wonder how far afield we are going on 
statements of this kind. Everybody knows that Harold McGrath 
was the Democratic National Committeeman or Chairman, in 1948, and 
that thereafter he was appointed Attorney General of the United 
States and resigned that position. What has it to do with anything 
this man can give us? 

Mr. Hiturnes. In view of the problems to be sent to the Department 
of Justice in the past year; in view of the fact that certainly one 
Attorney General was volved 4 in that particular decision, as head of 
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his party, and then another man who was certainly considered for the 
party leadership not so very long ago, is now being considered for the 
oflice of Attorney General; in view of the fact that in the past, cer 
tainly men of both politic: al parties have probably been considered 
for that office, the question arises whether or not, in view of the ex 
treme importance e of the job, the legal qual fications and so forth 
necessary, Whether it is generally a wise course of action for someone 
LO step directly from such a political leadership into that office. 

I was interested in the witness’ answer to that question, particularly 
in view of his comments yesterday at the Press Club where they dis 
cussed some of your recommendations regarding that problem. I 
would like his opinion on that. 

Mr. CHetF. You may answer that if you whe 

Mr. Morris. I have no objection to having a conversation with the 
gentleman as long as he wants. I do not see how it could relate to 
anything. I think it is better to find a person with high professional 
qualifications to accept the post of Attorney General. 

I think you ought to find people of supreme caliber to take over as 
Attorney General. Somebody who sits on the mountain tops of ow 
profession. I think that is better than picking someone who has been 
dispensing patronage. Since I have nothing to do with it, I do not 
know what we can do about it. 

Mr. CHELF. Are there any other questions ? Let us try to make them 
as brief as we can. 

Mr. Ramsay. Mr. Morris, I believe you stated that the newspaper 
had garbled the statements you made relative to certain reasons why 
you were put out of your position. AmIrightaboutthat? The news- 
papers did not write your opinions correetly 

Mr. Morrts. No, I did not say that. I ‘said that Mr. Davis, the 
reporter, did some editing. I do not think he went very far off on 
anything, but there were some words there I do not use ordinarily, 
and I do not think I used them then, which were substituted for the 
ones I did use; but no reporter can write verbatim everything every- 
body says. 

Mr. Ramsay. I hold in my hand here today’s News, and it says, 
‘By Newbold Morris: This is the fourth of a series by Newbold 
Morris.” 

Mr. Morris. “As told to Murray Davis,” did it not say that, too? 

Mr. Ramsay. Did you not write those? 

Mr. Morris. No, I did not. It says, “As told to Murray Davis.” 
No, I did not write them. 

Mr. Ramsay. I have noticed that a large part of your testimony was 
prefaced with the fact that you “thought” you “believed” and you 
“assumed” that certain things were a fact ? 

Mr. Morris. A fact? 

Mr. Ramsay. Yes. That is, you assumed everybody was against 
you down here. “Everything, I understand, was sweetness and light” 
until you filed your questionnaire, is that right? 

Mr. Morris. The relationships between the Attorney General and 
I were very good-—socially, I might say. We got along fine. 

Mr. Ramsay. Then all your assumptions on how you were mis- 
treated and how they objected to your presence here arose after you 
had filed your questionnaire q 
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Mr. Morris. No. I found a great lack of interest in my work down 
here. Nobody seemed to want to discuss it, or work out any better 
method of investigation. 

Mr. Ramsay. When you say “nobody,” you have said the President 
and the Attorney General did? 

Mr. Morris. No; the Attorney General was not very interested in 
the method of investigation. 

Mr. Ramsay. Well, he agreed with you on everything up until the 
time you filed your questionnaire. 

Mr. Morris. Well, I do not know about “agreed.” I do not want 
to be held to that. He acquiesced. 

Mr. Ramsay. Then who else was opposed ? 

Mr. Morris. No one was opposed. It was just a question, you might 
say, of a sort of a pall, or chill that was in the atmosphere whenever 
I discussed it with anyone. 

Mr. Ramsay. They told you, as I understand from your state- 
ment here, that your questionnaire was confidential and was in vio- 
lation of confidential relations between attorney and client. 

I believe you said with this questionnaire you could go to the client 
and force him to divulge what contract he and the attorney had rela- 
tive to fees. ‘That certainly would be imposing on confidential re- 
lations between attorney and client, would it not? 

Mr. Morris It veil. 

Mr. Ramsay. Do you think you would be justified in that, go to a 
man and say, “Why did you pay this lawyer a fee of $1,000, or 
$10,000 2” 

Whose business is that, but that of the attorney and the client ? 

Mr. Morris. Well, I think it is the business of the people of the 
United States to know what outside activities their public servants 
have. 

Mr. Ramsay. No, it is legal for an attorney in the Justice Depart- 
ment to appear as counsel in a case, where he does not neglect his 
duties, and where the cases do not interfere with any interests of the 
United States. They do it and have done it for a generation, or for 
generations. 

Mr. Morris. You are adopting a major premise there, sir, that you 
can serve your country in your official position and at the same time, 
ag e law on the side. I do not subscribe to that major premise, 
mut that isall right. We disagree on the matter. 

Mr. Ramsay. If it is legal and authorized, what is wrong about it 
until it is stopped ? 

Mr. Morris. That is why I said yesterday, and I recommend to 
you gentleman, that you adopt legislation which says it is wrong. 

Mr. Ramsay. That is probably all right. I would probably support 
it. But, I do not see why the effort is made now to destroy the At- 
torney General because of that which is legal at the present time? 

Mr. Morris. I see what is bothering you. | 

Mr. Hines. I object to the gentleman’s question. If he is going 
to object to my questions, I think that is certainly objectionable. 

Mr. Morris. Let us have a little accord. I would like for you to 
understand something I said earlier. The purpose of this is not to 
invade private relationships, but rather to acquire statistics. ‘Those 
would never be revealed, but you could then say, “Here is why we 
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should adopt legislation because so many people are practicing law on 
the outside.” 

Mr. Ramsay. I do not know whether you would reveal it or not. 
You say in the paper, “I cannot go to your client and say to him, ‘are 
you in the habit of paying a lawyer $750 an hour? 

He may say, “Oh well, that lawyer only spent a couple of hours 
working, but he put in a call to the RFC and I got a $10,000 loan.” 
Mr. Morris. You probably do not see anything wrong with that. 
I do. 

Mr. Ramsay. You realize you can go to the RFC and get all the in- 
formation you want, not only about a loan, but who appeared in an 
effort to help secure the loan ? 

Mr. Morris. You will find out as you go along in an investigation, 
it is a good thing to be able to build up your information from the 
RFC and from private sources and put it all together and see who is 
telling the truth. 

Mr. Ramsay. Even though it violates the rule of confidential 
relations ¢ 

Mr. Morris. That is the major premise that you are off on, but I do 
not subscribe to that major premise. I do not think that it does. 

Mr. Ramsay. Did Mr. McGrath ever tell you that he was not going 
to adopt your questionnaire ? 

Mr. Morris. No, sir. 

Mr. Ramsay. And you do not know, then, whether it was the ques- 
tionnaire that caused your trouble with Mr. McGrath, or what it was? 

Mr. Morris. Well, as I told other members of the committee: to me, 
it is not interesting as to who was responsible. It is over and we 
have lives to live, all of us. 

Mr. Ramsay. But we have a lot of evidence here. 

Mr. Morris. Why do we care what happened? It all happened. 

Mr. Ramsay. There is an effort to make the Justice Department 
look bad. Now you read the testimony Mr. McGrath gave on that 
subject; did you not? 

Mr. Morris. I do not know that I read all the testimony. 

Mr. Ramsay. He was there on the 31st and Mr. Keating asked him 
“You are, of course, planning to fill one out”—that was your ques- 
tionnaire. 

Attorney General McGraTH. I am not sure, Mr. Congressman, whether I am 
or not. This matter of this questionnaire was not discussed with Mr. Morris 
when he came here, nor was it discussed with me before he got the questionnaire 
out. I have the matter under consideration. 

Mr. KEATING. He did not discuss that with you before he got it out? 

Attorney General McGRATH. NO, sir. 


Mr. KeatTina. You have not yet decided whether you will, individually, sign 
one? 


Attorney General McGratu. I have not yet decided whether I will permit 
anybody in the Department, or advise anybody in the Government to do it. 
I may, Mr. Congressman. I just do not know. I have not done so yet. 

Now, that was the situation on March 31, and that is when you felt 
that he had let you down and that was the cause of your eruption ? 

Mr. Morris. Yes, sir; I did feel that he had let me down. That is 
an understatement. 

Mr. Ramsay. Yet, he had not let you down. According to his own 
testimony, he said he had not decided whether to sign it or not. 

Mr. Morris. He did not let me down; he let the President down. 
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Mr. Rogers. Mr. Chairman, I object. That is argumentative. 

Mr. Cuetr. I sustain the objection. That is argumentative. 

Mr. Ramsay. I wanted to ask about your employees. Mr. Baum 
is one of them? 

Mr. Morris. Yes, sit 

Mr. Ramsay. Did you know he belonged to the Lawyers’ Guild ? 

Mr. Morris. Yes, sir; I did know that. 

Mr. Ramsay. Do you belong to it? 

Mr. Morris. No. I do not. I knew at the time he belonged LO iC. 
that the Attorney General of the United States belonged to it, and a 
lot of people did. ' 

Mr. Ramsay. You knew that that was frowned on by the Un-Amer 
ican Activities Committee at a time when Mr. Dies was at the head 
of it? 

Mr. Morris. I do know that it is on the Attorney General’s subver 
sive list today, but in those days, I know there were many lawyers 
who were members of the Lawye ‘rs’ Guild, as I say, ine luding the 
Attorney General of the United States and I do not think in those 
days it was Communist-dominated. 

Mr. Ramsay. Had you not had an employee who had been arrested 
and released, but had not been dismissed? ‘The case had not been 
dismissed when you had employed him ? 

Mr. Morris. Who was that? 

Mr. Ramsay. I do not know what his name was. 

Mr. Morris. They must be talking about somebody nobody knows 
about. 

Mr. Ramsay. He was one of your employees. 

Mr. Morris. He was not among my top employees. 

Now Mr. Jean might be able to answer your question because he 
took care of the employment of those down in the filing room and the 
mailing room and the stenographic pool, but I can assure you, that 
none of those whom I personally selected were ever arrested for 
anything. 

Mr. Ramsay. I do not want to expose his name. 

Another employee who had been employed, even though under a 
recommendation—that is the same one. I have another one here— 
for a number of years, associated with Communist Party members. 
Also a top-echelon employee. 

Mr. Morris. Well, I do not know who you are talking about. 

Mr. Cuetr. Mr. Ramsay, I think those questions were asked 
Mr. Rodino earlier, were they not ? 

Mr. Ropino. I asked them in another vein, Mr. Chairman. 

Mr. Ramsay. How about the public-relations man? Was he a 
dependable man ? 

Mr. Morris. Do you mean the information director? 

Mr. Ramsay. The man who had charge of publicity ? 

Mr. Morris. Some time after I had been down here, after my budget 
was settled on, I called up Arthur Krock. I said to Mr. Krock that I 
would like to find somebody to be accessible to the press, because I just 
cannot carry that load and somebody has to do it and present requests 
to me for any information the press may want; I asked for a recom- 
mendation, and after a few days, he said, “I have just the man for you. 
He is with Charles Wilson. He has been with him for a year, and for 
11 years he was editor of the St. Louis Post-Dispatch.” 
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So, with that recommendation, I asked for his release from the 
Office of Defense Mobilization, and he arrived and went to work. As 
far as I am concerned, he is a man of fine reputation. 

Mr. Ramsay. Did you make any investigation of these people by 
questionnaires, or otherwise ? 

Mr. Morris. By questionnaires? 

Mr. Ramsay. You were writing questionnaires to everybody, were 
you noté 

Mr. Morris. The purpose of this investigation, sir, was to find out 
the conduct or the pattern of conduct in the top echelons of govern- 
ment over a period of years. So somebody I brought down with me, 
who had been on my staff for a couple of weeks, I would not send 
a questionnaire. 

Mr. Ramsay. You were not going to send him any? You did not 
make any inquiry ? 

Mr. Morris. He had only been there a week. Why would I send 
him a questionnaire ? 

Mr. Ramsay. Well, you should have made your investigation be- 
fore he was even there a week, should you not? That is the usual 
course, here, of getting employed anywhere in the Government. 

Mr. Morris. I wish we could set up a communication system. It 
is hard to have a meeting of the minds on what we are talking about. 

Mr. Ramsay. It is the usual way a man gets a position here in the 
Federal Government. 

Mr. Morris. As soon as the man was to go on the payroll, my per- 
sonnel director would send his name over to the Federal Bureau of 
Investigation, and a name check would come back and the personnel 
officer cleared that name, and he was put on the payroll. The gentle- 
man you are talking about was cleared. He was put on the payroll. 

Mr. Ramsay. Were they all cleared ? 

Mr. Morris. What? 

Mr. Ramsay. Were they all cleared ? 

Mr. Morris. There isn't anybody W ho received ad pay heck who was 
not. 

Mr. Ramsay. That is what I wanted to know. I believe that is all. 

Mr. Cuetr. Mr. Morris, is there anything further that you may 
know about, or that you can think about at the moment, that might 
be helpful to the committee in its search for facts ? 

Mr. Morris. Mr. Chairman, I do not. I will only tell you this, 
that if there is anything I can think of that I feel you should know 
that can be of any assistance, I will communicate with you, come down 
here, or do anything you want. 

Mr. Cuetr. I might say, Mr. Morris, that the committee is grateful 
to you for your very frank, courteous, and kind cooperation on this 
occasion. I want tothank you forcoming. We express our apprecia- 
tion and say to you, sir, th: at if you do have anything in the future that 
you would like to communicate to the committee, either to the chair- 
man or any member thereof, if you will indicate it should be held in 
confidence, we will assure you that it will be done, because after all is 
said and done, what we are trying to do as we say back in the hill 
country of Kentucky, is to separate the big wood from the brush, and 
that is our job, and we welcome your help. 

Thank you, so much. 

Mr. Rogers. May I ask one question. 
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Mr. Cuetr. Make it one question. 

Mr. Rogers. All right. Do I understand, Mr. Morris, that you did 
have full cooperation from the Secretary of the Treasury, Mr. Snyder, 
when you talked to him about the question of income tax returns, or did 
you not ¢ 

Mr. Morris. I said that when I talked with him, it was a very 
preliminary conversation, and the fact that I was assured was brought 
about by a later conversation between Mr. Becker, my chief counsel, 
and the Under Secretary. 

Mr. Roeers. Thank you. 

Mr. Roptno. Mr. Morris, will you submit to this committee the names 
of the individuals who stated there were many people who were work- 
ing for the Department of Justice and who actually did no work? 

Mr. Morris. I did not do that. 

Mr. Roprno. Will you submit the names to the committee? You do 
not have to reveal them here. Will yousubmit such names? You men 
tioned one individual, one girl, and three others. 

Mr. Morris. She came and told me that the day I arrived, and be 
cause I am not interested—I could not be interested in what goes on 
down in the lower levels—I could not investigate two and a half mil- 
lion employees — 

Mr. Cue F. I think Mr. Morris made it perfectly clear earlier that 
no doubt, this young lady, and others would make themselves known at 
the propertime. I hope you will not divulge the name here, as it would 
jeopardize our future investigations. 

Thank you, very much. 

(W hereupon at 4: 07 p. m., the subcommittee proceeded in executive 
session. ) 
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THURSDAY, APRIL 10, 1952 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

(The following record of the executive session of the Special Sub- 
committee To Investigate the Department of Justice of the Committee 
on the Judiciary held on April 10, 1952, was made public later by 
orders of the subcommittee. ) 

The subcommittee met, pursuant to call, at 4:10 p. m., in room 346, 
House Office Building, Hon. Frank L. Chelf (chairman of the sub- 
committee) presiding. 

Present: Messrs. Chelf, Ramsay, Rodino, Rogers, Keating, Hillings, 
and Bakewell. 

Also present: Stephen A. Mitchell, chief counsel, and Robert A. 
Collier, assistant counsel and chief investigator to the subcommittee. 

Mr. Cuetr. Mr. Krouse, will you stand and be sworn, please / 

Do you solemnly swear that the statements you are about to make on 
this occasion will be the truth, the whole truth, and nothing but the 
truth so help you God ? 

Mr. Krovuse. I do. 


TESTIMONY OF ALLEN J. KROUSE, TRIAL ATTORNEY, DEPARTMENT 
OF JUSTICE 


Mr. Cuetr. Will you please state your name and your title for the 
record ¢ 

Mr. Krovse. My full name is Allen J. Krouse. I have the designa- 
tion of trial attorney in the Department of Justice. 

Mr. Cuetr. Are you associated with the Criminal Division, or have 
you been in the past? 

Mr. Krouse. Yes, sir. Well, my association with the Department 
of Justice goes back to 1928 when I was in the United States attorney's 
office here. I remained there until 1943, when I went into private 
practice, and I just recently entered the Department of Justice in 
August of last year. 

Mr. Cue.r. Mr. Reporter, would you show that a quorum is here. 

Mr. Keating, do you have any questions you would like to ask Mr. 
Krouse at this time ? 

Mr. Keating. Yes. Mr. Krouse, when did you enter the Criminal 
Division of the Justice Department ? 

Mr. Krovse. It was about August 29, 1951. 
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Mr. Keatinc. Have you been handling, in that Department, a mat 
ter involving Mr. Newbold Morris and the United Tanker Corp. ¢ 

Mr. Krousr. If I may put it this way, I have been handling a group 
of cases, one of which is United Tanker Corp. 

Mr. Kratine. When were those cases brought to your attention ? 

Mr. Krovuse. About the middle of September. 

Mr. Keatina. 1951? 

Mr. Krovuse. Yes, sir. 

Mr. Keatinc. Had they been in the Criminal Division prior to that 
or were t hey then referred to the Criminal Division ? 

Mr. Krot SE. They had heen in the Criminal Division before that. 

Mr. Krearine. Who had been handling them prior to your taking 
them up? 

Mr. Krouse. Well, I only know by hearsay. Another attorney had 
made a preliminary review of the cases, 

Mr. Kearina. Is he still there ? 

Mr. Krouse. As far as I know, yes, sir. 

Mr. Keatine. What is his name? 

Mr. Krouse. I think it was Mr. Judson Bowles. 

Mr. Keating. Do you know when the matter was first brought to 
his attention ? 

Mr. Krousr. No, I do not. 

Mr. Keatinc. Did you confer with some of the members or staff of 
the Hoey investigating committee ? 

Mr. Krousr. Have I conferred with them ? 

Mr. Kearina. Yes. 

Mr. Krousr. In the course of my investigation I have, yes, sir. 

Mr. Kearinc. When did you first confer with them ? 

Mr. Krovuse. I would not remember, sir. It goes way back. 

Mr. Keating. Would it be in September 1951 ? 

Mr. Krovuse. I would not want to say definitely, but it was in the 
early stages, yes, sir. 

Mr. Keating. With whom did you confer? 

Mr. K ROUSE. I conferred with Mr. Leese. 

Mr. Kerarina. The assistant counsel ? 

Mr. Krouse. Yes. 

Mr. Kearine. Anyone else? 

Mr. Krovuse. I think that is all. 

Mr. Keatrinc. Do you know whether or not, or does the file indicate 
whether or not, Mr. Bowles had conferred with them before you 
did ? 

Mr. Krousr. That I would not know, sir. 

Mr. Kearine. Have you had charge of the case since September? 

Mr. Krouse. Yes, sir. 

Mr. Kearine. And have others worked on the case in the division 
besides yourself? 

Mr. Krovuse. No, sir. 

Mr. Kearine. Is that a separate matter of the libel which is pend- 
ing against one of the ships of United Tanker Corp. ? 

Mr. Krovuse. It is, sir. 

Mr. Keating. That libel would be pending in the Claims Division, 
would it? 

Mr. Krouse. Yes, sir. 

Mr. Krarine. And your file is a separate file from that one? 
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Mr. Kroust. Well, I assume so. I do not know too much about 
the files in the Department of Justice, but I do know that they have 
their own files. I have a file of my own that I keep. 

Mr. KeatinG. Do you keep that in some central filing place in the 
Criminal Division, or in your own office ¢ 

Mr. Krouset. Well, there is a central filing system in which general 
correspondence and things go, but most of the files that I have I have 
in my own possession. I have been working with them every day. 

Mr. Kearine. And this one is current that you are now working 
on? 

Mr. Krouse. Sir? 

Mr. Keatine. This particular file that you are now working on from 
day to day? 

Mr. Krouse. Yes, sir. When I say “file” it is quite voluminous, sir, 
because it involves several companies. 

Mr. Kearina. Is it kept in your own office? 

Mr. Krovuse. It is kept in my own office. 

Mr. Keating. Does it involve, among others, Mr. Newbold Morris? 

Mr. Krouse. Well, if I may put it this way, Mr. Newbold Morris 
is the head of a corporation which owns stock of United Tanker Corp. 

Mr. Keating. Have you considered in connection with that, the 
possible criminal prosecution of either United Tanker Corp, or the 
holding corporation, or Mr. Newbold Morris, or any or all of them? 

Mr. Krouse. Of course, as I understand the policy of the Depart- 
ment, we are not permitted to make any disclosure concerning a case 
we have under consideration that is pending. <All we can say is that 
cases are pending. 

Mr. Keattne. They have not been presented to any grand jury? 

Mr. Krouse. No, sir. They are still under investigation. 

Mr. Keating. And those cases have been pending since before 
September 1951 ? 

Mr. Krovuse. Yes, sir. 

Mr. Keatine. Who is the head of the Criminal Division? 

Mr. Krousr. Mr. McInerney. 

Mr. Keating. Does he know of the pendency of these cases? 

Mr. Krovuse. I assume he does. 

Mr. Kratirne. Have you discussed them with him? 

Mr. Krousr. We have talked about them sometimes. He has asked 
how I was getting along. 

Mr. Keatine. When did you first talk with him about them ? 

Mr. Krovuse. I would say sometime last fall. 

Mr. Keating. Probably shortly after September, would that be 
about it? 

Mr. Krouse. I would not know whether it was shortly after, but 
sometime after September, yes, sir. 

Mr. Keatina. In the fall ? 

Mr. Krovse. Yes, sir. 

Mr. Keatinc. You probably never discussed them with the former 
Attorney General, Mr. McGrath? 

Mr. Krouser. I did not know Mr. McGrath at all, sir. 

Mr. Keratinc. Have you discussed them with the Deputy Attorney 
General, Mr. Vanech ? 

Mr. Krovuses. No, sir. 
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Mr. Keatrne. Or with anyone, if I may say so, an echelon above 
you, other than Mr. McInerney ¢ 

Mr. Krovuse. No, sir. 

Mr. Keatine. The purpose of having these cases under study in the 
Criminal Division, I am correct, am I not, would be to determine 
whether any criminal offense has been committed ¢ 

Mr. Krovuse. Or offenses. 

Mr. Kearinc. That is your purpose in studying the file and 
making these investigations / 

Mr. Krouse. That is correct, substantially, yes. There are other 
questions involved that are legal questions that have to be studied. 

Mr. Keratina. If you concluded that there had been such viola- 
tions, you would then refer the matter to some United States attorney 
for action, would you? 

Mr. Krouse. Frankly, I do not know what the procedure would 
be, except that I would make my report. 

Mr. Keatrtne. Would you make a written report of some kind to 
the head of the Criminal Division? 

Mr. Krousr. Yes, sir. 

Mr. Keatrnc. With a recommendation ? 

Mr. Krousr. Yes, sir. 

Mr. Keating. That is the normal procedure ? 

Mr. Krouse. Yes, sir. 

Mr. Kratrnc. You have never yet prepared such a report or made 
such a recommendation ? 

Mr. Krovse. I have made many preliminary reports on various 
stages of these cases and it is very difficult to explain them because 
they are so complicated and I have had to deal with them of neces- 
sity by stages, and the stages are still in the process of being staged, 
so to speak. It is an endless task. 

Mr. Kerarine. In any of these reports, have you included your 
own recommendations 

Mr. Krouse. Yes, si 

Mr. Kerarine. Save you made any report and recommendations 
specifically with regard to Mr. Newbold Morris? 

Mr. Krovse. I have made certain recommendations concerning 
certain phases of these cases, 

Mr. Kratine. I am not asking you what those recommendations 
are. My question was only whether you have made some recom- 
mendations with regard to him. 

Mr. Krousr. Well, those are things, as I understand, I am not 
permitted to disclose, except to say that they are still won investi- 
gation, because the recommendations that I have made had to deal 
with matters chiefly in the Bureau of Investigation, and further in- 
vestigations that are required to be made. Those investigations are 
still continuing. 

Mr. Cuetr. How long do you think it would take you to complete 
your investigation and to have your final report ready ? 

Mr. Krovuse. That I would not want to say, Sir. 

Mr. Cuetr. Would it be a question of 2, 3 or 6 months? 

Mr. Krousr. Well, I have been on it since September. These cases 
involve, I would say, 36 subsidiary and related companies and in- 
numerable individuals and personalities; about 47 or 49 vessels and 
the transactions, the intercompany transactions are such that it is 
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nothing but a maze of trying to work your way through a labyrinth 
of facts. 

Mr. Cuetr. Do you have any idea about when it would be possible 
to determine the situation as it affects Mr. Newbold Morris himself? 

Mr. Krouse. No, I would not, sir. 

Mr. Cueir. You would not at this time be able to hazard a guess 
even as to when it might be determined whether or not a recommenda- 
tion could or would be made, either favorably or unfavorably for 
action ? 

Mr. Krovusr. That I would not know at the present time, sir. 

Mr. Hires. Did you have any discussions with Mr. Newbold 
Morris over this case? 

Mr. Krovusr. No, I have never talked to Mr. Morris. 

Mr. Baxewetx. Did you have any discussion with any of his law 
partners ¢ 

Mr. Krovusr. No. 

Mr. Himuines. Was there any communication made to Mr. Morris 
that this investigation was under way? 

Mr. Krovse. Not that I know of, sir. 

Mr. Hires. You did not write any letter to him? Did you write 
any letters to his law partners or associates ? 

Mr. Krouse. No, sir. No, sir. 

Mr. Hmurnes. Have you talked to Mr. Joseph Casey about the in- 
vestigation ? 

Mr. Krovsr. I do not know Mr. Casey. I have been working from 
papers. 

Mr. Rogers. I understand your policy is not to disclose to any per- 
son any investigation that may be made by your department. 

Mr. Krovsr. We are not permitted to disclose anything in connec- 
tion with a case that is pending except to say that it is pending and 
what the status is. These matters are still under investigation by 
the Federal Bureau of Investigation. 

Mr. Rocers. These matters that were referred to you when you went 
in in the month of September 1951, do you know how long the matter 
had been in the ey 

Mr. Krovss. I do not know. 

Mr. Rocers. Is the file so kept that you could ascertain who may 
have had it before and who may have passed upon problems or worked 
on the case? 

Mr. Krovsr. I only know from hearsay, sir. 

Mr. Rocers. What I mean by that is, without disclosing anything 
that you are not supposed to, are your files kept so that they show 
who this case may have been assigned to before it was assigned to you? 

I will put it this way: Could you take the file and look at it and 
determine who else had worked on the case? 

Mr. Krovse. No; that is not evident just from looking at the file. 

Mr. Rogers. Do you know enough about the system to ascertain— 
is there any place in the Department that they could go and determine 
who had worked on that case? 

Mr. Krovsr. Well, that I would not know either. I have not been 
there long enough to really get into their system. 

Mr. Rocers. You have made reference to the fact that you have 
made progress reports from time to time. Were those reports then 
in that particular file? 
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Mr. Krovusr. They should be, yes, sir. 

Mr. Rocers. When you make a report of that type, whom do you 
give it to? 

Mr. Krovusr. I usually submit reports to either Mr. McInerney or 
my immediate superior. 

Mr. Keatrna. May I inquire who your immediate superior is? 

Mr. Krousr. Mr. Strine is my immediate superior, 

Mr. Krarinc. Would he not be head of some particular section ? 

Mr. Krovuse. He is head of the Administrative Regulation Section 

Mr. Rogers. But any reports you would usually submit to him on 
Mr. McInerney ¢ 

Mr. Krovuse. That is right. 

Mr. Rocers. You testified a moment ago that you did talk to Mr. 
McInerney last fall concerning this particular transaction. Would 
there be anything reflected in the file that you had talked to him, or is 
any report made of the conversation that you may have had with him 
concerning this case ? 

Mr. Krouse. I cannot think of anything offhand, sir. 

Mr. Rocers. In other words, when you would write a progress re 
port, would you not indicate that on such and such a date you dis 
cussed such and such a problem with Mr. McInerney and made 
notation of that in your progress report, or any suggestion that he 
may have made? 

Mr. Krousr. I do not recall any such memorandum, sir. 

Mr. Rocers. Getting to the question of the report itself, or these 
progress reports that you have referred to, are you required in youl 
position to make a progress report on any cases that you may be 
handling? 

Mr. Krovsr. When you say “required,” sometimes you reach a cer 
tain stage of a case and you feel you should have something in the 
file of record 1 suppose the regulations of the Department do require 
you to do something like that. 

Mr. Rogers. Do you know of any regulation in the Department 
that would require you to report to your superior within 1 month, 
6 weeks, or 2 months? 

Mr. Krouse. No, sir. No, sir. 

Mr. Rocers. If this case is assigned to you and you never made a 
report on it, are you required eventually to make a report ? 

Mr. Krousr. Well, I assume if I was not on the job I would be called 
on the carpet. 

Mr. Rogers. Let us assume that you are on the job every day and 
that you get a bunch of these cases that are assigned to you. Do you 
know of any rule of the Department that requires you to make any 
report at any time on any case that is assgined to you? 

Mr. Krovse. At any particular time? 

Mr. Rocers. Yes. 

Mr. Krouse. No; I do not know of any, sir. 

Mr. Rocers. As far as you know, you do not know when this case 
first came into the Department ? 

Mr, Krousr. Oh, yes; I know that. 

Mr. Rogers. Would you be disclosing any secrets of the Depart- 
ment if you gave us the date that it came in? 

Mr. Krousr. I think I gave the date. I think it was about the 
middle of June. 
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Mr. Rocers. June of 1951? 

Mr. Krouse. Yes, sir. 

Mr. Rogers. I think that is all. 

Mr. Mrrcueii. What is your position in the Department of Justice? 

Mr. Krovuse. Trial attorney. 

Mr. Mircuett. Was that your position in September of 1951? 

Mr. Krovusre. Yes. 

Mr. Mircuest. In what section, division, or unit are you? 

Mr. Krovuse. It is the Criminal Division, and I have been assigned 
to the Administrative Regulations Section of the Criminal Division. 

Mr. Mircne xt. And the Chief of that Administrative Division is 
who ? 

Mr. Krouse. Mr. Strine. 

Mr. Mircnecy. Are there other trial attorneys in that same section ¢ 

Mr. Krouse. I suppose there are. I do not know what their classi- 
fications are, sir. 

Mr. Mircuet.. I am getting at the background. In September 1951 
you got into that position; did you, or had you held it before? 

Mr. Krousre. No. When I came in in August—on August 29, I 
think—I was appointed as trial attorney, and my status has not 
changed any. 

Mr. Mrrcnecy. Now, have you more cases within your responsibility 
other than these tanker cases? 

Mr. Krouse. Have I any other cases? 

Mr. Mrrcnety. Yes. 

Mr. Krovse. No; I have not. 

Mr. Mircuety. In September 1951, when you took on these cases, 
being about 36 related companies, individuals, and vessels, had you 
other cases and files for which you were responsible ¢ 

Mr. Krousr. Do you mean when I came in? 

Mr. Mircuetz. In September 1951. 

Mr. Krousr. I came in on August 29. 

Mr. Mircneti. You took on these United Tanker and related cases 
in September 1951 ? 

Mr. Krouse. Yes. 

Mr. Mircuen.. Did you have any other cases? 

Mr. Krousr. No; for that period of about 2 weeks I was going 
through an orientation process, I think they call it, of familiarization 
with the Department. 

Mr. Mrrcuetit. When you talked to your predecessor, Mr. Bowles, 
and Mr. McInerney, you made your way through these big files and 
complicated matters ? 

Mr. Krovusg. It took quite a long time to just find out what this 
was all about. 

Mr. Mircnett. When did you come upon the name of Newbold 
Morris ? 

Mr. Krouse. When? 

Mr. Mircuett. Yes. 

Mr. Krovuse. If you want to know what I did first, I went through 
all of these files in a sort of summary and cursory sort of way, and 
I saw a lot of names; yes. So, I assume within the month of Septem- 
ber I probably saw it. 

Mr. Mrrcueti. His name was among those of the various indi- 
viduals, so many individuals and companies? 
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Mr. Krouse. That is right. 

Mr. Mircue.. Then, coming down to February 1952, you read the 
announcement in the newspaper of Mr. Morris’ appointment as Spe- 
cial Assistant ? 

Mr. Krouse. Yes. 

Mr. Mircnet. Did that register in your mind as a name with which 
you were familiar? 

Mr. Krovuse. Yes. 

Mr. Mitrcue yt. And that was one of the names that was in that 
file ? 

Mr. Krousr. That is right. 

Mr. Mrrenein. And at that time did you make any report on the 
matter to Mr. McInerney that you now recall ? 

Mr. Krovsr. Do you mean when I saw it in the newspaper? 

Mr. Mrrcenen.. Yes. 

Mr. Kroussr. No; I do not think so. 

Mr. Mrrcnett. Do you recall any later time when there was a 
public discussion about United Tanker and all that? Did you talk 
to Mr. McInerney and say that that was the name, and that this was 
the man who was mentioned in your file on these several companies / 

Mr. Krouse. Well, I think that Mr. McInerney probably knew 
that. 

Mr. Mircue tL. You do not remember talking to him about it? 

Mr. Krousr. Not after 1 noticed this; not immediately; no. I 
have talked to Mr. McInerney so many times about these cases— 
I mean they were more or less casual conversations about these cases. 

Mr. Mircue yt. As some point would come up from day to day you 
would check with him ? 

Mr. Krovuse. No; I have not checked with him. It was just a sort of 
casual conversation. 

Mr. Mircuett. Is he in a private office? 

Mr. Krovusr. Yes; he has a private office. 

Mr. Mircnetyi. Do you go into his private oflice ? 

Mr. Krovusg. Yes. 

Mr. Mrrcwet.. And those are discussions about matters relating to 
these cases ? 

Mr. Krouse. Yes, but I had not gone in especially to see him. 
met him in the hall or something like that. 

Mr. Mircue tt. Is the investigation of these cases conducted under 
your direction ¢ 

Mr. Krousr, I would say so; yes. 

Mr. Mircne yi. That is, if you wish to have additional facts con- 
cerning vessels or what they are doing or how they happened to be 
transferred, you would send somebody to get the facts and report to 
you? 

Mr. Krovuse. That is right. 

Mr. Mircne i. That, in part, is done; or is it altogether done by 
the FBI? 

Mr. Krovuse. We have to rely entirely on the FBI. 

Mr. Mircue.y. I do not know the facts. That is why I ask. 

Mr. Krovuse. There are certain things I have gotten myself. I 
have spent hours in the Maritime Commission poring through files, 
and I would pick this up and that up. 
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Mr. Mircnetn. That was my next question. Have you read the 
testimony in the Fulbright committee, or the Senate investigating 
committee ? 

Mr. Krovuse. The Hoey committee? 

Mr. MrrcnHe.y. Yes. 

Mr. Krousr. Oh, yes. 

Mr. Mircuet.. The Hoey committee went into the matter and you 
have read that testimony ¢ 

Mr. Krovuse. That is right. 

Mr. Mircuexu. Actually the matter began by some questions asked 
Mr. Casey in the Fulbright committee; did it not? 

Mr. Krovsr. I do not know too much about that. I have heard 
the Fulbright committee mentioned, but I do not know anything 
about that. 

Mr. Mircuet.. Are you aware that an investigation was made 
by the General Accounting Office in cooperation with the Hoey 
committee ? 

Mr. Krovuse. I know the General Accounting Office made some in 
vestigation, but I did not know it was in connection with the Hoey 
committee; not that I recall now. I got some correspondence and 
reports. 

Mr. Mircuety. Are you familiar with the report on the matter made 
by the General Accounting Office to the Hoey committee then in con- 
nection with this investigation ? 

Mr. Krousr. No; I do not know of any specific report directly to 
that committee. I have some correspondence which might be called 
reports. 

Mr. Mircne.. Is there any difference in the status of this case today 
than its status 2 months ago? 

Mr. Kroussr. Well, I can say that I am making progress. 

Mr. Mircue x. I beg your pardon. I did not mean to suggest any- 
thing else, but its status as a pending case, or as a case under 
investigation. 

Mr. Krovsr. It has not changed. 

Mr. Mrrcuetu. It is the same? 

Mr. Krovusr. Yes, sir. 

Mr. Mircueti. Excepting for the advance made in your investiga- 
tion. How many people are working on this case under you, or for 
you? 

Mr. Krovse. Just myself. 

Mr. Mitrcueti. Then you have the FBI investigators? 

Mr. Krovss. That is right. 

Mr. Mircuet,. How many of them are working on thts case? 

Mr. Krovuse. I would not know. 

Mr. Mircuetit. What was your procedure for getting this help? 
Do you write a memorandum to Mr. Hoover? 

Mr. Krovuser. I have to write a memorandum. 

Mr. Mircueti. Do you know who works on the case after you send 
the memorandum ? 

Mr. Krouse. No, I do not. 

Mr. Mircuett. What result do you get? Does a report come in 
the mail or do you see an individual, or both ? 

Mr. Krouse. Well, I have seen some individuals, yes. 
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Mr. Mrrenetx. Do they advise you too as to precisely what you 
want done / 

Mr. Krouse. They have made inquiries as to precisely what I 
wanted done and certain questions as to what I wanted asked. 

Mr. Mircue tt. How long since one of those occurrences has taken 
place ? 

Mr. Kroussr. When I want something done ? 

Mr. Mrreuett. When you talked with an investigator on this case. 

Mr. Krouse. I would not want to say definite ly, Mr. Mitchell. 

Mr. Mircueny. In the month of March? 

Mr. Krovusr. There were certain things that I had asked for pre- 
viously, several months ago. Apparently they were just getting 
around to them and they wanted clarification as to what I wanted 
exactly on the thing. 

Mr. Mircnetyi. Has there been any difference in the degree or extent 
of your attention to this case in the year 1952 as compared with 19514 

Mr. Krouse. 1 would not say so. 

Mr. Mrrenenu. It has gone along in the regular way? 

Mr. Krovuse. That is right. 

Mr. Mircuetn. Now, you have in mind that this committee has 
determined that its questions concerning this case are material to 
the investigation it is making under a resolution adopted by the Judi- 
ciary Committee ¢ 

Mr. Krouse. Will you say that again? 

Mr. Mitcnett. You have in mind, do you, that this committee has 
determined that its questions put to you today are material to an in- 
quiry it is making? You do not have any question about that? 

Mr. Krousr. I do not know anything about it. 

Mr. Mircneri. You will take my representation to you that the 
committee has determined that this is a matter that it feels is within 
its powers? Has there been any difference or change in your conduct 
of activity in this case since Mr. Newbold Morris was appointed 
special assistant to the Attorney General other than the condition that 
existed before that? 

Mr. Krouse. Do you mean because of his appointment ? 

Mr. Mircneri. Yes. Is there any difference? 

Mr. Krousr. I cannot say. Not on account of his appointment. 

Mr. Mircneci. Has there been for any other reason 4 

Mr. Krousr. No, except from what I have read in my files and have 
gotten out of the reports. 

Mr. Mrrcuetn. That is his testimony? 

Mr. Krousr. His testimony, yes. The testimony before the Hoey 
committee. E mean I have studied all of the testimony before the 
Hoey committee and the persons who testified. Of course, that was 
only one phase of all of these cases. 

Mr. Mrrcuety. Then the testimony that he gave there—— 

Mr. Krouse. As I say, my study of it was not something that was 
done because of his appointment, no. It was merely a part of my 
routine. 

Mr. Mircnett. And any change in your activity on this case has 
come about as a result of his testimony rather than his appointment ? 

Mr. Krouse. Yes. 

Mr. Mircueti. What change would you say had taken place? Has 
your activity become more intense as a result of his testimony ? 
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Mr. Krovust. Well, I was interested in knowing since it was part of 
my case what these people were eolng tos ay be fore the > committee. I 
have studied the testimony. 

Mr. Mireueti. Did you learn any new facts ? 

Mr. Krot SF, I learned new facts, ves, Sir: al d a lot of things ] did 
not know before. In fact, l am learning new facts every day, I might 
say, as these things come in. 

Mr. Mircrec.. If your study should lead to the conclusion that 
there might be a civil lik ibility on the part of any of these companies 
or individuals, would your recommendation in that respect be sent to 
the Claims Division of the Department of Justice / 

Mr. Krot SE. Let me get that again now. Did I understand you 
to say 1f I find anything that would indicate civil responsibility- 

Mr. Mirenecs.. Civil responsibility on the part of corporations o1 
individuals, would you refer it to the Civil Division ? 

Mr. Krovusr. Iam not at all interested in any civil angle. 

Mr. Mircuetit. You would just pass it and if you then determine: 
that there was no basis for a criminal proceeding, you would close 
the file / 

Mr. Krovusre. Well, I would, I suppose, Ves. I do not know that I 
would close it: 

Mr. Mir HELL. You would recommend that it be closed, and that 
would be the case even though there might be a question of civil 
liability. That would not be your job at all? 

Mr. Krovusr. No. Not civil liability; no, sir. 

Mr. Cuerir. As I understood you, once you have been satisfied in 
particular criminal case, no matter whose case it may be, that file is ac 
companied by a report by you that it be closed and as far as you know 
there is nothing done from then on out in a civil capacity or from a 
civil standpoint in the way of action / 

Mr. Krovusr. In a civil case ¢ 

Mr. Cuetr. Yes. In other words, once you are satisfied that it is or 
is not possessing facts which would justify action in a criminal case 
once that is done, as I understand you, there is nothing done by you 
in the way of reference of that case ‘to the C ivil Division for any fur- 
ther perusal or study? 

Mr. Krousr. Well, I suppose as a matter of duty, if I discovered 
that, even though there was not a criminal case there was some civil 
liability, I think probably it would be my duty to protect the interests 
of the Government to the extent of pointing out, perhaps, that such 
and such a division ought to be acquainted with this if they do not 
already know it. 

Mr. Mircenety. I have another question. 

With regard to your relationships with the Maritime Commission, 
with whom do you ‘deal in the Maritime Commission ¢ 

Mr. Krouse. I have dealt with Mr. Stakem. 

Mr. Mrrcneti. What is his position ? 

Mr. Krovsre. He was security officer of the Commission and he is 
now an Assistant Deputy Administrator. 

Mr. Mircnetv. Is he a lawyer? 

Mr. Krouse. I would not know. He may be. 

Mr. Mircue tt. Is he in a sense, you and I being lawyers, do you re- 
gard him as your client in this matter? In a general sense, somebody 
to whom you report / 
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Mr. Krousr. No; I have not thought of it like that. 

Mr. Mrrcuen.. Is he just a source of information ¢ 

Mr. Krouse. He is a source of information; yes. 

Mr. Mrrene... Does he have an interest in the result of your study ? 

Mr. Krouse. I wou'd assume he would; yes. 

Mr. Mrrcenenn. Does he ask you for any reports from time to time 
as to how you are coming along 4 

Mr. Krousr. No. 

Mr. Mirenecs. Did he have any part in starting the inquiry ? 

Mr. Krousre. Yes: I think he prepared most of the information. 

Mr. Mrrenece. He was doing that for the Maritime Commission / 

Mr. Krovuse. Yes. 

Mr. Mrrenens.. It was a report of facts or a summary of facts, was 
It f 

Mr. Krousr. A summary of things in their files, and documents. 

Mr. Mrrcuen.. And it was submitted to you for study as to whether 
there was a basis there for criminal prosecution only, or also for 
civil ¢ 

Mr. Krouse. Only criminal. 

Mr. Mrrenevn. Only criminal in this memorandum é 

Mr. Krousr. Yes. 

Mr. Mircenecn.. That is when this thing started back in June 1951? 

Mr. Krousr. That is right 

Mr. Mrrcue.. Are there any other officials in the Maritime Com- 
mission who are interested, other than Mr. Stakem, so far as you know ? 

Mr. Krousre. One of the attorneys there who assisted him in pre- 
yaring this material. 

Mr. Mircnetn. Does he write you or call you from time to time? 

Mr. Krouse. Well, we have been in contact quite a good deal. 

Mr. Mrrenece. On the phone, 1 suppose ¢ 

Mr. Krousr. On the telephone and I have been to his office, and he 
has been to my office. We have spent hours and hours on end assisting 
one another. He is sort of a crutch that I have to lean on. 

Mr. Mrrenec.. Are there any other departments of the Govern 
ment which make inquiry of you about these matters on all these cases ? 

Mr. Krouse. No. 

Mr. Mircne.. It is really a Maritime Commission case ? 

Mr. Krouss. That is right. 

Mr. Mrrenen.. Now, the number that you have on this case, your file 
has a number on it, has it not ¢ 

Mr. Krousr. Yes. 

Mr. Mrrenens., It is classified in the filing system under a number? 

Mr. Krovusr. Yes. 

Mr. Mrrenets.. Is it classified as a Maritime Commission case or 
how ¢ 

Mr. Krouse. You are asking me something that is very involved, 
this filing classification system. I do not have the slightest idea. They 
give us a manual that is supposed to explain those things, but I have 
never taken the time to go into it. I have been working on my case. 

Mr. Mircuect. Where do you keep those files at night ? 

Mr. Krousre. Where doI keep them? Right in my office. 

Mr. Mrrceuew.. In your office? 

Mr. Krovuse. Yes. 
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Mr. Mrrcnent.. Do vou have a filing cabinet ¢ 

Mr. IC ROUSE. Well, it’s a long story. 

Mr. Mirene cyt. Let us have it. 

Mr. Krovusr. I really never have had an office until just a couple of 
days ago. We are very short of space, in the Criminal Division at 
least, and I have moved from pillar to post, occupying this desk and 
that desk until somebody came back. I finally got an office Tuesday 
ot this week in the Hutchins Building at Tenth and D Streets. It 
almost opposite the Department of Justice. Ido havea filing cabinet. 
I got it today. 

Mr. Mrrcuete. Where have vou kept them before, in your desk 

Mr. Krousre. I kept them on top of ny desk. 

Mr. Mrrcue ts. You do not have them locked up, do you 4 

Mr. Krouse. I have no way of locking them up. I had no file cabi 
net. I have wanted something to put these papers in—I mean these 
things are like a mushroom. It is all over my desk. 

Mr. Mircuecy. It has a lot of file jackets, four or five ? 

Mr. Krousr. I would not say there were jackets, but there is a 
mess of papers 

Mr. Mircueiyt. Are there other desks in that office where you work ¢ 

Mr. Krouse. QO] > yes. I ke pt them seorecatect from other things, 
I will say that. 

Mr. Mirenevtt. Were there other lawyers in that of 
were, or stenographers, or what ¢ 

Mr. Krousr. First of all I had an office by myself. It was a vacant 
office. ‘They had an Acting Chief of the Civil Rights Section and 
he did not use the oflice. I was in there until they appointed a 


chief. That was privete. Then I moved next door and I was with 
another fellow. 

Mr. Mircnec.. I did not get that straight. You are not in the 
main building of the Department ? 

Mr. Krouse. Not now. 

Mr. Mircueri. Is this rented space then some place at Tenth and 
D? 

Mr. Krovuse. The Hutchins Building. 

Mr. Mircuety. A private office building? 

Mr. Krovuse. A small building. 

Mr. Mircne.. The Department rents space there? 

Mr. Krovuse. A part of the United States attorney’s office is there, 
part of the Antitrust Division is in there and some of the Lands Divi- 
sion is in there, and the Commissioner of Veterans’ cases is there and 
lam inthere. It is a very small business. 

Mr. MircHeny.. Do you remember the number of the case, or do you 
not pay any attention to numbers / 

Mr. Krovuse. It is a long number. 

Mr. Mitrcne.. That is all you remember? Does it say “CR” on it, 
meaning “Criminal” ¢ 

Mr. Krousr. No. 

Mr. Mircueni. Does a file girl ever come in there and put papers 
in that file or do you put them in 4 

Mr. Krousr. Well, you are speaking of a file. We have folders 
about so long and so wide. 

Mr. Mrrcue i. Indicating about 2 feet long and what ? 


tice where you 
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Mr. Krovsi I would say maybe about that. it will hold lega 
s1zed paper; and about so wide. 

Mr. Mircnecne. About 8 inches wide? 

Mr. Krouser. Yes. In there voes correspondence and other doc- 
uments. 

Mr. Mrrenece. All documents go in that same one, your memo 


randa on status of reports YO 1n that same file / 









Mr. Kr USE. | assume so because | send a memorandum out and 






it does not come back to me. 

Mr. Mircnec.. You keep a copy, do you not ? 

Mr. Rot SE. | have ad COpyV, Ves. 

Mr. Mirrenente. Are they kept loosely in a folder that you have 
just described? The papers—they are not clipped together ¢ 

Mr. Krousr. Well, it is one of those fasteners. you know, and they 
are fastened in there some way. ' 

Mr. Mrreneiy. Other documents, are they kept in the same file, 
relating, say, Coa copy of the contract of selling the vessels ? 

Mr. Krousr. Oh, no. 

Mr. Mrrceneti. Where are they? 

Mr. Krousr. I have those. 

Mr. Mircnencyt. Where are those ? 

Mr. Krousr. Those are my work papers. I have them right there 
n my office; stacks of them. 

Mr. Mrreneny. They are in another file? 

Mr. Krousr. They are in the original folders as they came from the 
Maritime Commission. 

Mr. Mircneny. Are those the originals that you have? 

Mr. Krouse. Photostats. 

Mr. Mrrenene. And the originals are over in the Maritime Com- 
mission / 

Mr. Krovuse. I hope they are. 

Mr. Mrrenecu. I will not press it any further. I do not want to 
interrupt auny member of the committee. You will be available to 
come back if we need further detail later / 

Mr. Krousre. That is right. 

Mr. Kearine. As I understand it, all of your work is devoted to 
these particular cases ¢ 

Mr. Krousre. Yes, sir. 

Mr. Kearine. And has been ever since August ? 

Mr. Krousr. Well, since about the middle of September. 

Mr. Kratrine. How many conferences have you had with the chief of 
the division, Mr. McInerney / 

Mr. Krouse. Four or five. I do not know. 

Mr. Hitaiines. Did Mr. Peyton Ford ever contact you in regard to 
these cases upon which you are working ? 

Mr. Krovuse. I do not know Mr. Ford. 

Mr. Hituines. You never met Mr. Ford? 

Mr. Krouse. No, sir. 

Mr. Hitzines. You never received a letter or any communication 
from him ¢ 
Mr. Krousr. No. 

Mr. Hires. You never have? 
Mr. Krouss. No. 
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Mr. Hitninacs. Did a Mr. Bergson, formerly with the Department 
of Justice’ 
Mr. Krouse. I never heard of him. 
Keatine. Have you talked with any attorneys for any of the 
prospect ive defendants in a possible criminal pre ceeding ? 
Mr. Krovusr. Well, I do not like to say prospective defendants 
hecause we do not know whether enybody is going to be a defendant 
or not. ; 
Mr. Keartne. I was trying to put that as carefully as I could. 
Mr. Krovusr. We sort of argue these things out loud, so to speak, 
vou know, until some final decision is mad 
~ Yes, I have had an attor levy come to see me in connec 
F ee Cases 
Keratrina. Did he represent either United Tanker or Mr. New- 
ais ‘Mes is? 
Mr. Krovusr. He represented another shipping company. 
Mr. Keating. One not connected with those transactions at all. the 
t ted Tank rr tTransine tio 6 


Mr. Krovusr. They were not interested in the United Tanker. This 


ion with one 


a transaction with another one and so on. 
Mr. Keatrine. Who was the atte rey 4 
Mi Krot E. H ae, s Fran] Zito. 
Mr. Ky \TING \ W: hngegto lawver / 
Mr. Krovse. Yes. Ss] 
fr. Keatina. For Gaia ae he attorney 
Mr. Krovsr. He represents a man by the name of Niarchos. His 


problem was not in connection particularly with the criminal case, 


but he was trving to get some elp from the Mai time Commission 
and he thought perhaps because of this investigation we might be able 


ti lean up sol rething over at the Maritime Commissicn. 

Mr. KEATING. Is he the only attorney representing any of the 
people 1 terested who has ever conferred with you about ‘it? 

Mr. Krousre. Yes, sir. 

Mr. Keatrina. That is all. 

Mr. Mrrcnenu. I have one other question. Mr. Chairman. 

Have you any deadline or suggested deadline, when you are required 
to finish your work on that case? 

| - Kot SE. No. no one has @lven mea dead|in e. 

Mr. Mrrenenn. Has ar ybody_ pushed you to finish it ? 

Mr. Krovusr. Oh, no. I have just gone about my task of plugging 
every clay. 

Mr. Rogers. Have you ever examined the facts sufficiently to ascer 
tain when the statute of limitations mi eht run / 

Mr. Krovusr. I have, sir 

Mr. Rogers. And you still feel that you are within the statute? 

Mr. Krovusr. Now you are asking me something that involves 
certain phases of the cases. 

Mr. Rocrers. I do not want to do that. but in connection with your 
work you did explore that possibility ? 

Mr. Krouse. That is one igwriem ty. and there are mal Vv, many legal 
quest ions involve d. That Ss just one of them. 

Mr. Rogers. If, in your - exp Jloration of the q iestion of the statute 
of limitations, yeu ascertain that it might run in a hurry, would 
that cause you to move up your work and so report it to your superiors ¢ 
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Mr. Krovuse. Well, that is assuming that we had everything ready 
to 20, 

Mr. Rogers. I will put it this way: Assume that you made the de 
termination and the statute of limitations was close. Would that not 
prompt you to hurry up on a decision ¢ 

Mr. Krouse. Well, if I had everything I wanted, I would say, “Yes, 
it would.’ 

Mr. Rogers. I will put it this way: You know the dead line, and 
you need certain other facts, and those facts do not come in. You 
do go ahead, however, and keep your superior advised, do you not, 
as to the possibility of the statute running if something is not done at 
such and such a time? 

Mr. Krovuse. Yes. 

Mr. Keating. When a case like that is placed in the hands of one of 
the men like yourself in the Division, it is left to him to decide when 
he will move and when he will not ? 

Mr. K ROUSE. Well, I suppose that the man conducting the ca se, 
if they did not hear anything from him, somebody is going to say 
something sooner or later and say, “What’s the matter? Why haven't 
we got some activity here?” 

Mr. Keratine. It has never happened to you? 

Mr. Krousr. It has never happened. I get there every day. I get 
to the office at 8: 30 every morning. 

Mr. Kearine. If a fellow is there every day working, there is no 
reason to feel that he should be jogged up on that score ? 

Mr. Krousr. I have been as active as I possibly could, and as the 
circumstances of these cases would permit, in submitting my memo- 
randa and reporting anything I thought I should get out. 

Mr. Krarine. I am not intending any criticism of your handling 
of it, Mr. Krouse. 

Mr. Krousr. I just wanted you to understand that. 

Mr. Kearina. I just wondered if that was the normal procedure—to 
have the man have the case under his control and allow him to make 
his own decisions on movement. 

Mr. Krousr. When you are asking about normal procedure, I would 
not know. I probably have not been there long enough and I have 
only handled one thing. 

Mr. Krarrne. So far as you know from your contacts with other 
men in your section, that is the way it is h: andled, i is it? 

Mr. Krovse. Well, my contacts with men in the other sections has 
been to go to lunch and I have never discussed their problems, whether 
they we oe jacked up or not or what happened to them. 

Mr. Cuexr. As I understand you, you really did not have a place to 
put your files until just a day or two ago; is that right? 

Mr. Krovsr. That is right; yes, sir. 

Mr. Cuexr. And actually you did not have a desk until just a short 
time ago or one that you could call your own? 

Mr. Krousr. Tuesday of this week; yes, sir. 

Mr. Keatine. How many of these files are there? 

Mr. Krousr. There are just stacks—that is all. 

Mr. Keatine. Stacks of them on your desk ¢ 

Mr. Krousr. That is right. 

Mr. Keating. Of course, when you move from desk to desk, you 
have to take those files with you? 
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Mr. Krovuse. Yes, sir. I had them packed in boxes and brought 
over to the Hutchins Building. 

Mr. CueEtr. In what size box would you say you had to pack those ? 

Mr. Krouse. There were two paper cardboard boxes about that long. 

Mr. Mircnety. Two and a half feet long, approximately. 

Mr. Cuetr. About the size of a good soap box ¢ 

Mr. Krovuse. That is right. 

Mr. Cueitr. Did you say two of those ? 

Mr. Krousr. Two of those; yes, sir. 

Mr. Cueir. Thank you very much, Mr. Krouse. We certainly 
appreciate your courtesy and we will call you back when we need you. 

Mr. Vanech, did you have a pre pared statement that you would like 
to make? 

Mr. Vanecu. I could make a general statement in answer to some 
of the questions I think the committee is concerned with. 

Mr. Cuetr. Mr. Vanech, do you solemnly swear that the statements 
you are about to make on this occasion are the truth, the whole truth, 
and nothing but the truth, so help you God? 


Mr. Vanecn. I do. 


TESTIMONY OF A. DEVITT VANECH, DEPUTY ATTORNEY GENERAL 
OF THE UNITED STATES 


Mr. Cuetr. For the purposes of the record, will you state your full 
name, your age, and your present title there with the Department ? 

Mr. v wnecu. A. Devitt Vanech, age 46, Deputy Attorney General. 

Mr. Cuetr. As I understand, you have been serving in that ca- 
pacity now since the resignation of Mr. Peyton Ford? 

Mr. Vanecu. Yes; I entered on duty, Mr. Chairman, on Septem- 
ber 28, 1951. 

Mr. Cuetr. Now Mr. Vanech, just in your own way, if you care 
to make a statement at this time it might save a lot of questions. 

Mr. Vanecu. I will start right in and take the things up that have 
been brought up. 

Congressman Keating raised a question about the B. S. degree 
from Peekskill Military Academy and I must confess I am most 
embarrassed about that, Mr. Congressman and Mr. Chairman. All 
my official papers do not claim anything but that I graduated 29 
the school. However, in this Who's Who re port it does show a B. 
degree, and after the Congressman raised that the other day I immedi- 
ately sent a letter out there to have it deleted. 

I never tried to trade on it and, as a matter of fact, I never have been 
able to go to college and the only two degrees I have are the two law- 
school degrees. 

I have here a copy of the letter from the Peekskill Military Acad- 
emy, Mr. Chairman. I will leave that for the record. 

Mr. Cuetr. If there is no objection, we will have that incorpo- 
rated in the record. 

(The document above referred to was marked “Exhibit C-1” and 
will be found on p. 750.) 

Mr. Vanecu. If there are any questions, I will be glad to answer 
them. 

Mr. Keatine. Mr. Vanech, I appreciate your frankness and com- 
plete disclosure of the facts regarding it. 
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You did, in fact, represent to the A. N. Marquis Co., which publishe 
Who’s Who— 

Mr. Vanecu. I can explain that, Mr. Congressman; when my se 
retary was in the hospital there was another girl taking her plac 
when that questionnaire was typed up. I think she asked me if I 
had been to Peekskill Military Academy and if I had a diploma. | 

tid I did. She asked if I took : any course. I told her what I took, 
and why the B. 8 rot in there I do not know. I should have caught it 
when I reviewed 1 

Mr. Kearina. You did in fact read the proof on it yourself, did 
you not ¢ 

Mr. Vanrcu. I glanced at it, but my official records in the Depart 
ment all show that Ljuse graduated from Peekskill Military Academy. 

Mr. Keating. You did have to sign the paper? 

Mr. Vanecu. As I recall, Mr. Congressman, I think you do sign 
those, but I am not certain. 

Mr. IK \TING. In one of the cases where you sioned, you added 
some additional material which was not in the printed part, did you 
not ¢ 

Mr. Vanecu. It could have been. I frankly—a secondary schoo] 
could not give a degree. Why it is in there—' am embarrassed by it. 
I have taken steps to have it deleted. 

Mr. Ix ATING. Those step have been taken sink a the last hearing? 

Mr. Vanrecu. Yes, sir; the minute I heard about it I sent a letter to 
Who’ Who as king them to delete it. | will be olad to furnish a copy 
for your record. 

Mr. = s1iNG. No; I do not request that. I show you this exhibit 
and ask you if that is your signature ? 

og ‘ELF. The first exhibit was exhibit 1 and this will be exhibit 2. 

Mr. y \NECH. Yes, that is my signature, Mr. ¢ ongressmanh, 

Mr. Kearine. I suggest that be placed in the record, Mr. Chairman. 

Mr. Cue.r. Without objection, it will be incorporated in the t testi- 
mony. 

(The document above referred (to was marked “Exhibit C-2” and 
will be found on p. 451.) 

Mr. Keating. I show you exhibit 3 for identification and ask you if 
that is your signature also? 

Mr. Vanecu. That is correct. 

Mr. Kearing. And you will note in that that you did add some other 
information which the ‘v did not have ¢ 

Mr. Vanecu. That is correct. 

Mr. Kearina. I offer that. 

(The document above referred to was marked “Exhibit C-3” and 
will be found on p. 752.) 

Mr. Vanecu. If I may, I will take up the Tennessee bar next. 

Mr. Curir. Very well. 

Mr. Vanecu. I have been in the Department of Justice and in 1939 
one of my friends suggested—I had not passed the District of Colum- 
bia bar and I wanted to—— 

Mr. Hiniines. Did you say you had been with the Department of 
Justice since 1939 ? 

Mr. Vanecu. I said in 1939. Ihave been in there since 1933. I beg 
your pardon. 
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They said there was a nonresident ex: amin ition to be given in Ten- 
nessee, or that they gave nonresident examinations. I talked toa very 
good friend of mine who suggested that I take it, and he said that you 
do not have to be a citizen of Tennessee, or a resident of the State 
that as a nonresident you had to have the intention to practice there 
thereafter. 

I looked into it further and found that they did give a nonresidence 
examination for which you had to pay 850. ‘The residents of Tennes- 
see paid $10. I paid the $50 when I filed my application to see if I 
could take it on a nonresident basis. 

I then went to my boss and asked him if I took the bar and passed, 
and I wanted to get into some legal work, if I could be assigned to the 
field in Tennessee. He said that I could and if I was successful in the 
bar I could get out of the administrative field and assist in the trial 
of war-risk cases down there. 

In addition to that, Mr. Luten, who was my friend, suggested that 
we probably could go down and open up a law office there, he having 
had one for years. His wife and my wife were very close friends. 
I then went ahead and took the ber. 

I ap yplied in 1939. I went down there in January of 1940 and took 
a written examination for 2 days. In Mareh of 1940 I was notified 
that I had passed the bar. I was then admitted to the supreme 
court down there in Tennessee. I had been detailed to the Office 
of the Assistant to the Attorney General, which is now the Office of 
the Deputy Attorney, from time to time, to help out in that office. 

Mr. Hinurncs. When were you admitted to the Supreme Court 
of Tennessee ? 

Mr. Vanecu. Ti was May 7 or 8. 1940, I think. 

Having been detailed to this other office temporarily, in September 
of that year I was transferred up there officially, and for the time 
being I had to forego going out in the field to try ‘these’ ‘ases. Then 
that brings us around to the spring of 1941, at which time my wife was 
taken sick. In August of that vear she died, and T had a little 2-year 
old boy to bring up, whom I scill have with me. 

In December of that year, of course, Pearl Harbor broke, and I 
was then working in the Office of the Assistant to the Attorney Gen 
eral. I continued to work in that office until I was made head of 
the Lands Division in 1947. 

So, Mr. Chairman and members of the committee, my intention; 
and the only place I can go to practice is back to Tennessee. That 
is where I took the bar: that is where Mr. Luten has his office: 
that is where I have an offer to go and practice. I did not try to 
be admitted to any other ba1—I am talking about another State bar 
because I was a member cf the Tennessee bar: except appellate bars— 
by recpirocity. 

Mr. Hitaines. Did you ever try to be admitted to practice law in 
any other jurisdiction / 

Mr. Vanecn. Yes, Mr. Congressman. I took the bar in Virginia 
once or twice. 

Mr. Hitiincs. When did yout: ake the bar examination in Virginia ? 
Did you say “once or twice”? 

Mr. Vanecu. Yes. I am not sure when. I do not know whether 
it was 1936 or 1937. I had tried to take bar examinations. I worked 
all day and went to law school at night; and, of course, I had a 
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very difficult job and I was not able to give the time and effort to 
studying that I would have liked to have given it, and I had a tough 
problem getting through. 

Mr. Hinures. Wasn't it about June 15, 1935, that you made ap- 
pl cation to the circuit court of Arlington, Va.? 

Mr. Vanecu. That could have been. That was before I even 
eraduated then, because I was living in Virginia at the time. 

Mr. Hinirnes. You were still in law school ? 

Mr. VaNnecu. I think so. 

Mr. Hinuines. What was the name of the law school ? 

Mr. Vanecu. That was Washington College of Law. 

Mr. Hitzuinecs. In the District of Columbia ? 

Mr. Vanecu. Yes, sir. 

Mr. Hiniines. Did you take the examination there in Arling- 
ton 4 

Mr. Vanecu. Yes, sir. I took it over there. 

Mr. Hitires. You did not pass the examination ? 

Mr. Vanecu. No, sir. I think that was the year before I oraduated 
that I took it. 

Mr. Hitnines. Did you ever try to be admitted before any other 
jurisdiction 4 

Mr. Vanecn. No. Ihave taken the bar in Virginia and the District 
of Columbia, and the third place was in Tennessee. 

Mr. Hitzines. When did you first take the examination in the 
District of Columbia? Was it about December 10, 1936, approxi- 
mately that time? 

Mr Vanecu. It could have been in 1936 or 1937; I am not certain. 

Mr. Hitnines. And did you not pass the bar examination at that 
time ¢ 
Mr. Vanecu. No. 

Mr. Hintines. Then you applied again, did you not, to take the 
District of Columbia bar on June 15, 1937 ? 

Mr. Vanecu. That is correct. Now, Mr. Congressman, I am not 
familiar with the dates, but I mean I took it the second time. 

Mr. Hitines. Those dates sound roughly familiar ? 

Mr. Vanecu. Yes. 

Mr. Hiniines. And you did not pass the second time you took the 
District of Columbia bar examination ? 

Mr. Vanecu. No, sir. 

Mr. Himines. And you took it on a third occasion, December 10; 
or you made application December 10, 1937, to take the District of 
Columbia bar for the third time? 

Mr. Vanecu. I think it was later than that, wasn’t it, Mr. Con- 
gressman / 

Mr. Hititrves. When do you think it was, approximately ? 

Mr. Vanecu. I think it was in 1938. 

Mr. Hitiines. How many times did you take the District of Colum- 
bia bar examination ? 

Mr. Vanecn. I think I took the District of Columbia bar examina- 
tion two or three times. 

Mr. Hitianes. You did not pass any of those times? 

Mr. Vanrecu. No, sir. 

Mr. Hittines. The last bar examination then that you took was 
either December 1937 or, according to your recollection, perhaps 
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shortly thereafter. Then it was 2 years beyond that period of time 
before you went down to Tennessee and took the Tennessee bar exami- 
nation in January 1940 4 

Mr. Vanecu. I think. Mr. Congressman, it was less time than that, 
but I am not in a position to give you the right date here now. What 
I did was to take the quiz courses during that interim. 

Mr. Hiuirnes. During the period of time you were taking bar 
examinations in the District of Columbia, and all the time you were 
down 1n ‘Tennessee, you were anh employee lh the Department otf 
Justice / 

Mr. VANECH. Yes, sir. 

Mr. Hinuincs. Were you not at that time living on Connecticut 
Avenue here in the District of ¢ ‘olumbi uf 

Mr. Vanecnu. I lived on Connecticut Avenue in 19358, I think. 
or 1939. 

Mr. Hittines. Where did you live in 19404 

Mr. Vanecu. I lived at 2929 Connecticut Avenue, think, in 
L940, too. 

Mr Hitiines. In other words, you lived at 29: 

Mr. Vanrecu. I beg arcdon, neressman. I am 
trying to think. I thin! lived 2OS tieut Av 
latter part of June 1941, because I m l on the Ist of 
a hornapple Street, and on August 15 my wite died. 

Mr. Hiniines. Then all during the period of time you lived within 
Tennessee, and during the period of time you took the Tennessee 
bar examination and filled out your application therefor, you were 
still maintaining an apartment at 2929 Connecticut Avenue 

Mr. Vanecu. Yes, Mr. Congressman, because I made very certain 
before I took that bar that it was a nonresidence examination and 
there was no citizenship required in Tennessee, and I have before me 
here a statute on the matter. 

Mr. Hitiines. We will come to that in just a second. I just want 
to establish your location. 

You are listed, I believe, in thi Washington tele phone directories 
and Washington city directories for the years 1959, 1940, 1941, as 
residing at 2929 Connecticut Avenue NW., in Washington, D. C./ 

Mr. Vanecu. That is correct. 

Mr. Hinuines. You had a telephone number at t 

Mr. Vanecu. That is correct. 

Mr. Hizuines. During that period of time? 

Mr. Vanecu. That is correct. 

Mr. HiL.inGs. Now, prior to your voing to Tennessee to take the 
bar examination, you talked with Mr. Luten. Was that it? 

Mr. VANneEcu. Yes, sir. 

Mr. Hinuines. Did you talk with any United States attorneys in 
Tennessee about going down there / 

Mr. VANECH. No. Mr. Irierson, I think, moved my admission. 

Mr. Hitirnes. Did you talk to Mr. Frierson prior to going down 
to Tennessee to take the bar examination ? 

Mr. VaNnecu. Not prior to it: no. 

Mr. Hiniines. Not prior to taking the bar examination / 

Mr. Vanecu. No, sir. 

Mr. Hinires. Did you talk with anyone on their staffs, concerning 
the bar examination in Tennessee ? 


enue I 


July to Ea 


hat address? 
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Mr. Vanecu. I checked on it. I checked with four or five people 
to see if you had to be a citizen of Tennessee to take the bar, and 
I found that you had to be a citizen of the United States, and if you 
were succes: ful, with the intent to practice law in Tennessee. 

Mr. Hinurnes. Did you ever talk to Mr. Ward Hudgins, on the staff 
of Senator McKellar, from Tennessee ¢ 

Mr. Vanecu. Not that I recall prior to taking the bar, Mr. Con- 
vressman. 

Mr. Hinuines. You did not talk with Mr. Hudgins prior to that? 

Mr. Vanecu. Not that I recall. 

Mr. Hitiines. Did you talk to Mr. Hudgins after you took the bar 
in Tennessee ? 

Mr. Vanecu. Do you mean after I was admitted ? 

Mr. Hinuines. After you took the bar examination. 

Mr. Vanecu. I do not recall that I did. In other words, I just 
went down there cold and sent my application in and took the bar 
and then later I was notified that I passed the bar. Whether I talked 
with anybody after that, I do not know. 

Mr. Hitiines. You know Mr. Hudgins, do you? 

Mr. Vanecnu. Yes. 

Mr. Hituines. He is now a United States attorney in Tennessee. 

Mr. Vanecu. That is right. 

Mr. Hitiines. He used to be executive assistant to Senator Me- 
Kellar. 

Mr. Vanecu. Your question was prior to taking it. 

Mr. Hizuines. Then I asked the question if you talked with Mr. 
Hudgins after taking the bar examination ¢ 

Mr. Vanecu. And being admitted ¢ 

Mr. Hitiines. Well, let’s establish this: You did not talk with Mr. 
Hudgins prior to taking the bar examination ? 

Mr. Vanecu. Not that I recall. 

Mr. Hizuines. Did you talk with Mr. Hudgins after you took the 
bar examination but before you were admitted ¢ 

Mr. Vanecu. Not that I recall. 

Mr. Hiwurnes. Then did you talk with Mr. Hudgins after being 
permitted to practice law? 

Mr. Vanecu. Well, I believe. Yes, I talked to a lot of the fellows 
110m Tennessee after that. 

Mr. Hines. Did Mr. Hudgins ever communicate with you to 
give you any advice or observations on the procedure in Tennessee ? 

Mr. Vanecu. About what? 

Mr. Hitiines. About applying for the practice of law and that 
sort of thing? 

Mr. Vanecu. Not that I recall. I mean I have talked to Mr. Hud- 
gins, if I wanted to get a record or something else, but no advice about 
procedure or anything else. 

Mr. Hituines. In your present capacity in the Department, you are 
usually consulted about the appointment of United States attorneys, 
is that correct / 

Mr. Vanecu. Yes, in my present position I would be. 

Mr. Hiturngs. Prior to your assuming the post of Deputy Attor- 
ney General, yeu were also in on the discussions of the appointments 
of the United States attorneys ?¢ 

Mr. Vanecu. That is not true, Mr. Congressman. 
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Mr. Hitzines. Were you not consulted about those appointments ? 

Mr. Vanecu. No, sir. 

Mr. Hinurnes. When was Mr. Hudgins appcinted United States 
attorney, do you recall ¢ 

Mr. Vanecu. I do not recall. 

Mr. Hinuines. Was it after you became Deputy Attorney General / 

Mr. Vanecn. No, s 

Mr. Hiturnes. Prior ri your becoming Deputy Attorney General ¢ 

Mr. VANneEcH. Yes. 

Mr. HILuiNcGs. Before going to ‘Tennessee to apply for the bar ex 
amination, had you considered applying for the bar in any othe 
States ¢ 

Mr. Vanecu. No, sir 

Mr. Hinurnes. You are a resident of Connecticut at the present 
time, is that correct / 

Mr. Vanecu. Yes, Mr. Congressman, but I could not be admitted 
there because I went to a night law school and the V will not let you 
be admitted. 

Mr. HILuINGs. They will not recognize that parti ular legal train 
ing ? 

Mr. Vanecu. No, sir 

Mr. Hinurnes. In your application for taking the bar examination 
in Tennessee you had to answer a number of questions concerning youl 
residence, is that correct / 

Mr. Vanrcn. I presume so, sir. 

Mr. Hiuuines. You were asked one question, I believe, “Are you a 
citizen of the United States,” and then, “of ‘Tennessee /” Do you re 
call that question ¢ 

Mr. Vanecn. No, si 

Ir. Hitnines. That was not on the application that you filled out ? 

Mr. Vanecu. Not that I recall, sir, only a citizen of the United 
States. I think if vou will look at the statutes that governed admis 
sion then, they are a little different than they are today. 

Mr. Hittainés. That may be true but I understand that the applica- 
tion form that was used in 1940 is the same application form that is 
now being used. 

Mr. Vanecu. My application form was 1939. 

Mr. Hitiines. You filled out an application form in 1939, even 
though you did not take the bar examination until 1940? 

Mr. Vanecn. Well, that was the next time that the bar was given 
after my form was filed. 

Mr. Hiniines. I still understand that the application for 
the same. 

Mr. Vanecu. I did not say I was a resident of Tennessee because 
that was one of the things I went into very carefully. 

Mr. Hitzirnes. That is why I wanted to know how you answered 
that question. You did not claim citizenship in Tennessee? 

Mr. Vanecu. No, sir. 

Mr. Hines. I believe you were also asked the question of how 
long you had lived in Tennessee. Do you recall that question being 
asked ? 

Mr. Vanecn. No, sir. 

Mr. Hinuinecs. You do not ? 

Mr. Vanecu. No, sir. 
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Mr. Hitxines. Then another question was the date you became a 

resident of the State of Tennessee. 

Mr. Vanecu. No, sir. I am a that was not in there. 

Mr. Hitrirnes. One question I believe was question 7 which said, 
“How long have you resided at your present address,” city and State, 
and so forth. Do you recall answering a question of that nature? 

Mr. Vanecr. Do you mean in Washington ? 

Mr. Hitiines. Where it asks for your present address at the time. 

Mr. Vanecu. I did not give any address for Tennessee, Mr. Con- 
gressman. 

Mr. Hitirnes. What address did you give? 

Mr. Vanecu. I gave Washington, D. C. 

Mr. Hines. 2929 Connecticut Avenue? 

Mr. Vanecnu. I do not know whether I used my post-office box or 
my home address. One or the other. 

Mr. Hitzrnes. Did you by any chance put, “Department of Jus- 
tice, Washington’? 

Mr. Vanecu. No, sir. 

Mr. Hituines. Then another question, which I believe was ques- 
tion 19, says, “Is it your intention to reside permanently and practice 
law in Tennessee?” Do you recall that question ? 

Mr. Vanecn. Yes, sir. 

Mr. Hiiuines. How did you answer it? 

Mr. Vanecnu. As | explained to the committee, at the time I applied 
for admission to the bar there, I went to my boss, who was then 
the Director of the Bureau of War Risk Litigation, and told him I had 
this opportunity to take the bar on a nonresidence basis but if I did 
pass the bar I wanted to be transferred there to assist in the trial 
of war-risk cases. He assured me if I was successful, and since I 
wanted to get into the legal field, that he would transfer me to Ten- 
nessee. Then, Mr. Luten had discussed it with me long before and 
suggested that when we were through, that we go down there and 
practice law. That is my intention today, and I will have an office in 
‘Tennessee the minute I leave the Government. 

Mr. Hitiines. Do you have any relatives in Tennessee ? 

Mr. Vanecu. No, s 

Mr. Hinuines. I w: ad to go back to the question No. 19 on the appli- 

‘ation for admission to practice law in Tennessee, which I put to you 
sa : do not believe you answered it correctly. The question iS, 

“Is it your intention to reside permanently and practice law in Ten- 
ness e} If so, where?” 

Mr. Vanecu. I do not recall how it was answered but I can tell 

you from what my memory serves me on it. 
* [had talked to the Director of War Risk, and I was going to be 
transferred to Nashville, Tenn., to assist in the trial of cases there, 
and Mr. Luten was 30 miles away at Waverly and of course that year, 
in 1940, that was an election year and it was my intention to go 
down there. 

Mr. Hituines. Did you answer the question, “Yes,” that you in- 
tended to reside permanently and practice law ? 

Mr. Vanecu. I answered “Yes.” 

Mr. Hitires. And that part of the question which says, “If so, 
where?” How did you answer that? 
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Mr. Vanecu. Well, I do not know whether I put Nashville or 
Waverly or what. 

Mr. Hitiinés. But you put some town or city in Tennessee ? 

Mr. Vanecu. Well, I do not know. I do not even know that I did 
but I know that 1 was going to be assigned down there by the Director 
of the Bureau of War Risks to try these cases; which office i did n ol 
know. But for private practice I would be at Wave rly or i Nas! vill 

Mr. Hiuziines. Were you informed, or in the course of your study 
of the Supreme Court Rules of Tennessee did you un iderstand that 
order to be admitted to practice law, you had to answer that question 
in the affirmative ¢ 

Mr. Vanecu. Do you mean intent to practice law there? 

Mr. Hiwuines. That is right. 

Mr. Vanecu. That was my intention then and my intention today. 

Mr. HILLINGs. You kne Ww, thouch. that unless that question was 
answered in the affirmative you could not be admitted in Tennessee / 

Mr. Vanrcu. Well, I would not have applied to take the exam there 
if I did not plan to go there. 

Mr. Hitiines. That is what I wanted to make sure of, that you 
fully knew the law. 

Mr. Vanecu. | wanted to practice law and that is why I went before 
I even applied, to the Director of the Bureau of War Risks to see if I 
could be assigned there permanently. 

Mr. Hintines. You mentioned that 1940 was an election year. 
Where were you registered to vote in 1940? 

Mr. Vanecu. In Connecticut. Mr. Congressman, because under the 
laws of Connecticut, as I cheeked then—and I checked the other day 
with a friend of mine—I found that you can vote in Connecticut, 
no matter where you live, as long as you do not take up another legal 
voting residence. 

Mr. Hirurnes. If you answered that question on the questionnaire 
affirmatively, “Yes,” that you intended to reside in and practice law 
in Tennessee, how could you at the same time be maintaining voting 

residence in the State of Connecticut 2 

Mr. Vanecu. Because, Mr. Congressinan, I could have taken a 
nonresidence exam in Connecticut. I was not limited in taking it in 
the District of Columbia. I could have taken it from any of the other 
17 States. 

Mr. Hituinas. You cannot be a resident from more than one State. 

Mr. Vanecu. You can as to voting. 

Mr. Hinuines. You can vote in two different States at the same 
time ¢ 

Mr. Vanecu. Oh, no. You know that that cannot be done. 

Mr. Hiruin is. That is what I cannot understand from your 
explanation. 

Mr. Vanecn. If I had been in Tennessee and established my resi 
dence there and had been practicing there, then 1 would have con- 
summated the intention to become a member of the State of Tennessee. 
Once that is consummated you cannot vote in some other place. 

Mr. Hitiines. Then, you conditioned your answer to the question 
of your desire and intent to reside in and practice law in Tennessee 
upon whether or not you passed the bar examination, is that correct / 

Mr. Vanecu. No, sir. Mr. Congressman, mv :pplication—I went 
into it very carefully before I applied for admission to the Tennessee 
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bar to see if a nonresident exam required citizenship in Tennessee, 
and it did not. It required you to become a citizen of the United 
States and if you took the bar there, with the intention to practice 
thereafter in the State, that was all right. 

Mr. Hinuines. If you had not passed the bar in Tennessee, what 
were your plans / 

Mr. Vanecu. If I had not pes ed the ber in Tennessee / 

Mr. Hitiines. Would you have resided in Tennessee if you had 
not passed the bar examination / 

Mr. Vanecu. Well, I think that I would have taken the bar there 
Loan. 

Mr. Hitiines. But assuming that you could not qualify to practice 
law in Tennessee by passing the bar examination, do you think you 
would have lived in Tennessee or resided there ? 

Mr. Vanecu. You see a man goes where he can make his bread 
and butter. If I had passed the bar in Tennessee, that is the place 
where I would have been equipped to go and earn my living. 

Mr. Hitiines. To be very frank, Mr. Vanech, in answeving a ques- 
tion affirmatively, did you intend to reside in and practice law in 
Tennessee, you had not fully made up your mind of such an intention. 
\t least you had not made it up in view of the fact that you had not 
actually been admitted to practice law at the time you answered that 
question. Isn’t that so? 

Mr. Vanecu. Oh, yes, Mr. Congressman. When I filed that appli- 
cation I was very careful. I talked to Mr. Luien who wanted me to 
come down there and practice with him. I talked with the head of 
my division to make sure that if I took the bar and was successful that 
i would be transferred down there to help try these cases. 

Mr. Hitiines. But still the phrase is there, “If you were successful.” 
Everything is contingent upon that. 

Mr. Vanrcu. I could not go down and try the cases otherwise. 

Mr. Hiniines. The reason for getting you down there to try the 
cases Was contingent upon your passing the bar? 

Mr. Vanecu. How could I go into court, Mr. Congressman, if I did 
not pass ¢ 

Mr. Hitxres. I recognize that but the very point is to try to de- 
termine what your actual intentions were. 

Mr. Vanrcu. There was no subterfuge here, Mv. Congressman. I 
could not go back to my own State because I was not equipped to go 

wk there. I was not able to go to a day law school. 

ee Hituincs. Would you not think that the normal procedure for 
a person to follow when he gives a sworn declaration that he intends 
to take up residence in another State would be to take on certain other 
attributes of citizenship in that State, such as registering to vote in the 
State and perhaps making arrangements for a place to live and a 
number of things that go with residence ? 

In your case you went down there and said, yes, that you intended 
to practice and reside there but all the time maintained a voting resi- 
dence in the State of Connecticut. 

Where did you live while you were in Tennessee ? 

Mr. Vanecu. I did not live in Tennessee, Mr. Congressman. I 
never claimed Tennessee as a residence. I took a nonresidence exam 
and paid $50. 
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Mr. Hitirnes. When you were taking the examination, where did 
you stay ¢ 

Mr. Vanecu. At the hotel. 

Mr. Hituines. What hotel? 

Mr. Vanecu. At the Hotel Johnson, I think it is. 

Mr. Hiturnes. That is in Knoxville? 

Mr. Vanecu. I think it was at Knoxville or Chattanooga. 

Mr. Hixirnes. Do you not think, though, that it is rather pecv'ian 
to go into a State like that and to make a sworn statement that you 
intend to reside and practice law there and vet do nothing to take 
on the other attributes of citizenship ? 

Mr. Vanecu. No, Mr. Congressman. 

I have gone through very carefully the series of events that led 
up to delaying my consummating my intention. As I pointed out to 
you, I asked to be assigned there, and the only place I have an offer to 
go and practice law is in Tennessee. 

Mr. Ramsay. If you want to practice law, of course, you would 
have to pass the bar examination. That should be obvious. If you 
have the proviso that you mention there, you can get in whether you 
ere a resident of the State or not. 

Mr. Vanecnr. I would like to call your attention to the residence 
requirements of the bar of Tennessee where they show where the 
fellows are registered. 

Mr. Hinurnas. Did you ever register to vote in Tennessee ? 

Mr. Vanrcu. No, sir. 

Mr. Hitiines. Did you ever pay a poll tax? 

Mr. Vanecu. No, sir. 

Mr. Hinurnes. Did you ever pay any tax to the State cf Tennessee ? 

Mr. Vanecu. Not that I recall, Mr. Congressman. 

Mr. Hunwuines. Did you ever own any property in Tennessee? 

Mr. Vanecu. No. 

Mr. Hintines. How did you travel down there when you went to 
take the examination ? 

Mr. Vanecn. I went down by train. 

Mr. Hitiines. You went by train? 

Mr. Vanecu. Yes, si 

Mr. Ramsay. Mr. C Sadi it is getting late. If he was privileged 
to do what he did under the law, I think we should determine that, 

Mr. Cuetr. I believe that is the thing to determine at this point 
of the inquiry. 

As I understand it, from the statement made by Mr. Vanech, there 
might be some discrepancy between the old requirements or regu- 
lations and the new ones. Is that the intention that you have, Mr. 
Vanech? 

Mr. Vanecu. I shall; that is correct. 

Mr. Hines. I have photostatic copies of the supreme court rules 
which are applicable at the time Mr. Vanech took the examination 
and the form is predicated on that particular law. 

Mr. Ramsay. Do you not think the supreme court down there 
would know what the law was in the State that gave him the examina- 
tion ? 

Mr. Keatina. We have the report of the investigator that the ques- 
tions on this form are exactly the same as those in effect, except that 


22983—52—pt. 1 





172 INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


there were two other questions in effect at that time which are not 
now here, those two having to do with race and religion which have 
been eliminated ; but in all other respects, our investigator informs us, 
it is identical. 

Mr. Vanecu. May I call the committee’s attention to volume 173 


Qo” 


of the Tennessee Reports, page 892, rule 37, section 9: 


The examination fee for residents of the State shall be $10 and for non- 
residents $50, payable with the application. The license fee for license issued 
upon an examination shall be $10 payable before delivery of the license. 

Mr. Hiiurnas. Now in reading the law set out in the Supreme Court 
Rules of Tennessee, with rege ard to admission to practice law, the law 
~pecifically requires that a man in order to be admitted in Tennessee, 
must be either a citizen of Tennessee, or if he is a nonresident, he must, 
under oath, swear that he intends to reside in, and practice law in 
‘Tennessee. 

Mr. Vanecu. That is correct. 

Mr. Hines. That is the law. So that either one of those two 
qualifications must have been met in order to have allowed you to 
practice. 

Mr. Vanecu. Mine was a nonresident examination, Mr. Congress- 
man. 

Mr. Hizi1nes. You were a nonresident who qualified to take the 
examination by swearing under oath that you intended to reside per- 
manently in Tennessee and practice your profession there. 

Mr. Vanecu. That I was to take up the practice of law in Ten- 
nessee. 

Mr. Hires. And to reside there permanently. 

Mr. Vanecu. And to reside there permanently when I did. 

Now'l have not taken up the practice of law; I have been in the 
Government ever since. 

Mr. Hiures. In all the time that you were there in Tennessee, 
either taking the bar examination or being sworn in to practice law, 
you were on ‘the payroll of the Justice Department, assigned to Wash- 
ington, D. C. 

Mr. Vanrcu. That is correct. 

Mr. Hiziines. And have you gone down to Tennessee after the 
time you were admitted to practice law in Tennessee? Have you 
been in the State? You were admitted to practice, as I understand 
it, in May 1940, in the State of Tennessee. 

Mr. Vanecu. That is correct. 

Mr. Hitxirves. Have you been in the State since that time? 

Mr. Vanecu. I may have. 

Mr. Huutnes. Have you ever been down there other than just 
passing through on a train or in a car? 

Mr. Vanecu. No. 

Mr. Hivtrnes. You have never gone down there for a visit or to 
engage in any legal-_practice or anything of that kind ? 

Mr. Vanecu. I have had a great deal of business down there for 
the Government. 

Mr. Hinurnes. You have been down there for the Government? 

Mr. Vanecu. I mean the handling of cases and things. 

Mr. Hitirgs. we ere you there personally to handle those cases? 

Mr. Vanecu. No, I handled them on this end. I have been down 
there and discussed certain aspects. I did not handle it in the courts 
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there. Incidentally, I have tried cases in the district courts, the court 
of appeals and the Supreme Court of the United States and in some 
of the State courts. 

Mr. Hinirinés. om you have never, since the time of your admis- 
sion to practice law in Tennessee, been in the State, other than just 
passing through ? 

Mr. Vanecu. Well, I mean—— 

Mr. Hitiines. I think you could answer that “yes” or “no.” 

Mr. Vanecu. That is over a period of 12 years, Mr. Congressman. 

Mr. Hutiines. To your best recollection. 

Mr. Vanecu. I have been in the State of Tennessee a few times— 
I do not know how many. 

Mr. Hitiines. When you were there did you stay there 1 day, 2 
days, or 3 days or were you just passing through / 

Mr. Vanecu. They were very brief visits. 

Mr. Hintines. Were they visits or were you just en route to some 
other location / 

Mr. Vanecu. Whether I visited overnight or was en route—I did 
not stay there for any length of time, no. 

Mr. Hitiines. You never arranged to rent or purchase any home 
or apartment or any living dwelling in Tennessee, aside from a hotel 
room in Knoxville at the time of your examination / 

Mr. Vanecu. No, sir. I was not claiming to be a resident of 
Tennessee. 

Mr. Hitiixnes. Who sponsored you for admission before the Su- 
preme Court of Tennessee ? 

Mr. Vanecu. I think when I was admitted to the Supreme Court 
of Tennessee—do you mean moved my admission ¢ 

Mr. Hitures. | could not hear you. Who moved your admission / 

Mr. Vanecu. Did you say who moved my admission ¢ 

Mr. Hiturnas. Yes. 

Mr. Vanecu. I think it was Mr. Frierson. 

Mr. Hituines. Mr. Horace Frierson ? 

Mr. Vanecu. I think so. 

Mr. Hivuincs. He was then the United States attorney in Ten- 
nessee ¢ 

Mr. Vanecnu. That is correct. 

Mr. Hitirncs. Who were your sponsors? You had to have several 
sponsors, didn’t you, before you took the bar examination ? 

Mr. Vanecu. If I recall correctly, I think I had—it had to be two 
members of the Tennessee bar to sponsor me. 

Mr. Hiwiine. Do you recall who they were? Did Mr. Luten 
sponsor you at all? 

Mr. VaNnecu. I do not know whether Mr. Luten was one, or Miss 
Elizabeth Dudley was one, or Mr. Ivens. I am not sure. 

Mr. Hiziines. Were they all attorneys in Tennessee ? 

Mr. Vanecu. They were all members of the Tennessee bar. They 
were from Tennessee. 

Mr. Hituincs. Were they employees of the Department of Jus- 
tice ? 

Mr. Vanecu. Not all. 

Mr. Hiturnes. Who were employees of the Department of Justice 
besides Mr. Frierson? 
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Mr. Vanecu. Miss Dudley was not with the Department of Jus 
tice then. 

Mr. Hiturncs. Do you have in your records the actual date you 
were admitted ¢ 

Mr. Vanecu. To practice in Tennessee ¢ 

Mr. Hinuines. Yes. 

Mr. Vanecu. I think it was the 7th or 8th of May 1940. 

Mr. Hitiines. Apparently, according to the docket of the Sipreme 
Court of Tennessee, you are listed as having been admitted Wed 
nesday, May 8, 1940. Do you think that would be correct ? 

Mr. Vanecu. I think that is right. 

Mr. Hiturnes. The records, however, of the United States district 
court in Tennessee refer to your admission date as May 7, 1940, which 
would be a day before you were admitted before the Tennessee Su 
preme Court. Are you aware of that apparent difference in the 
records / 

Mr. Vanecu. Well, I mi ave here a copy of my application for the 
supreme court and its says, “Tennessee Supreme Court, May 7, 1940.” 

Mr. Hintines. I think the records, according to the check made by 
the investigator for this committee, show that the supreme court in 
Tennessee notes the admission date of Wednesday, May 8, 1940, with 
the ee States district court noting your admission, May 7, 1940, 
at 5:99 p. . 

Can you eee for why you would have been admitted 1 day 
earlier perhaps in the dis tric t court before you were actually admitted 
to pri ae in ‘Tennessee 

Mr. Vanrcu. No, sir. I do not know anything about that, Mr. 
Congressman, about the dates. 

Mr. Hinzines. Well, at the time of your admission, did you go 
down there specifically for the purpose of being admitted? Did you 
leave Washington and go to Tennessee in May in crder to be ad- 
mitted about that time ¢ 

Mr. Vanecu. I was told if I came down I could be admitted. 

Mr. Hitiines. Were you in a hurry to get back to Washington 
right away / 

Mr. Vanecu. No, no. I can tell you what I think that is, Mr. 
Congressman—I am not sure, now, but they have a committee down 
there that examines you for admission before you can be admitted to 
the court. That may have been the report. 1 remember being inter- 
viewed by the committee. 

Mr. Hitiines. But you did not ask to be sworn into the district 
court before you were admitted to the Supreme Court of Tennessee ? 

Mr. Vanecu. No, sir. 

Mr. Hittines. Do you know a Judge Davies, of the United States 
district court in Nashville, Tenn. ? 

Mr. Vanecu. I met Judge Davies. 

Mr. Hinuines. Wasn’t he the judge who was presiding at the time 
you were presented to the Federal court for admission ¢ 

Mr. Vanecu. Well, I don’t know. I don’t recall whether I was 
admitted to the Federal court. The only one I recall being admitted 
to was the Supreme Court of Tennessee. 

Mr. Hiires. And you do not recall having gone into the court- 
room of Judge Davies ? 
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Mr. Vanecu. I may have, but I do not recall it now, Mr. Con- 
gressman, 

Mr. Hitiines. Do you remember your sponsoi, at all? You say 
you have difficulty remembering being admitted to the district court, 
but can you recall the name of the sponsor who was to sponsor you 
for such admission 4 

Mr. Vanecu. Well, I remember some committee and I think that 
was for the district court. They reviewed my qualifications. 

Mr. Hitnines. Was it net Mr. J. Shelby Ceffee, who was then chair- 
man Gf the examining committee to practice in the Federal court ? 

Mr. VANE H. | do net remembe his hame, I never met the ven- 
tleman before and it was the first time I had ever been interviewed 
by him. 

Mr. Hititincs. Where were you registered to vote in 1939? 

Mr. Vanecn. In 1939? 

Mr. Hinuince. In the State of Connecticut ? 

Mr. VANECH. ] cle hol know that. The only place ] ever voted 
was In Connecticut. 

Mr. Hinines. Did you vote regularly in the Connecticut elections 
from the pel iod 1938 to the vear 1940 ¢ 

Mr. Vanecu. AsI recall, [ voted. I mean whenever I voted, I voted 
in Connecticut. 

Mr. Hiniincs. You were voting in 1940 in Connecticut. The ree- 
ord shows that you did so vote. Did you vote there also in the elee- 
tions of 1942? 

Mr. Vanecu. Well, row, I do not recall voting in the State elec 
ticns in 1942. I mean the only place I veted since I have been made 
2a voter was in Connecticut. 

Mr. Hurtincs. Do you iceall yeur score on the Tennessee bar 
examination / 

Mr. Vanecu. No, sir. I never heard that score, sir. 

Mr. Hinures. I understand it was 302, according to the records. 

Did you ever pay dues to the Tennessee bar? Do you recall ever 
paying dues to the Tennesee bar ? 

Mr. Vanecu. Do yeu mean to a bar association ? 

Mr. Hituines. Yes; in Tennessee ? 

Mr. Vanecu. I do nct recall, Mr. Congressman. I know I paid 
a fee for my license. 

Mr. Hiuiines. Aside irom thet license fee you have never paid 
any dues to the bar of Tennessee, or to any bar association in that 
State ? 

Mr. Vanecu. No: not that I recall, sir. I belong to the American 
sar Association and the Federal bar. 

Mr. HILuincGs. No Tennessee bar associations / 

Mr. Vanecu. No, sir; not that I recall. 

Mr. Hitiuines. Would you not think it a little bit peculiar, where 
you have stated your intention to practice in Tennessee, to return 
there sc meday, where you have indicated that some preparations have 
already been made for such an eventuality, and vet you are not a mem- 
her ot any bar associat le ns or have never app! ed for such / 

Mr. Vanecu. Mr. Congressman, I do not think that is unusual, 
You can take several lawyers here in the District who are members 
of the District of Columbia bar, and are not members of the associa- 








176 INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


tion: that is true of every State. [mean being a member of the asso 


ciation does not— 

Mr. Hitires. Are you a member of the District of Columbia bar ? 

Mr. Vanecn. No, sir. 

Mr. Hiturcs. You are not a member of the District of Columbia 
bar? 

Mr. Vanecu. No, sir. 

Mr. Hitimes. You have been admitted to practice before the Su 
preme Court; is that right ? 

Mr. Vanecu. Supreme Court of the United States? 

Mr. Hitures. Yes, sir. 

Mr. Vanecu. Yes, sir. 

Mr. Hitures. 1944, I believe ? 

Mr. Vanecu. Yes, sir. 

Mr. Hitumnes. And your sponsors there were whom ? 

Mr. Vanecu. There had to be two members of the Supreme Court 
of Tennessee who were also members of the Supreme Court of the 
United States and they were the Honorable Kenneth M Kellar and 
the Honorable Estes Kefauver, both United States Senators. My ad 
mission was moved by the Honorable Homer Cummings. 

Mr. Hirtuincs. Who was then the Attorney General: is that correct ? 

Mr. Vanecn. No, sir. 

Mr. Hitiines. Who was the Attorney General at the time of your 
admission before the Supreme Court, Mr. Biddle? 

Mr. Vanecu. I think Mr. Biddle was there in 1940, or it may have 
been Mr. Jackson. No: it was Mr. Jackson. 

Mr. Hinurnes. Mr. Jackson was then Attorney General? 

Mr. Vanecu. Yes, sir. 

Mr. Hinurnas. You are from Mr. Cummings’ home State of Con 
necticut ? 

Mr. Vanecn. Yes, sir. 

Mr. Hinuines. And Mr. Brien McMahon, now Senator Brien Mc- 
Mahon, is from Connecticut and was not he one of those who originally 
encouraged you to come to Washington for assignment in the Depart 
ment of Justice ? 

Mr. Vanrecu. No, sir. I was brought down here by Mr. Cummings. 

Mr. Hinurnas. Mr. Cummings. himself ? 

Mr. VANECcH. Yes, sir. 

Mr. Hitxiines. When you were in the Department at one time Mr. 
McMahon was head of the Criminal Division in the Department of 
Justice, is that correct ? 

Mr. Vanecn. Yes, sir. 

Mr. Hintines. When was that? Approximately what year? 

Mr. Vanecn. I am only guessing, Mr. Congressman. I would say 
he was in the Criminal Division maybe in 1935 to 1937 or somewhere 
along there. 

Mr. Hintiines. Now did you ever tell any of your friends or close 
associates of your intention to practice law and to reside in the State 
of Tennessee ? 

Mr. Vanecn. Yes, sir. 

Mr. Hitxines. Did you tell the officials in the Department of Jus- 
time that such was your intention ? 

Mr. Vanecnu. Yes, sir. 

Mr. Hituines. Who did you tell that to? 
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Mr. Vanecu. As I explained before, I took it up with Judge Mar 
tin, Who was my boss. I was in an administrative capacity in his di 
vision and I wanted to get into legal work. I discussed it with him 
and as I stated before. he told me it | were suce essful he would be Vi r\ 
happy to transfer me down there to assist in the trial of cases. 

Mr. Hiniines. Was there anyone else with whom you discussed it 
who is in the Department, today ? 

Mr. Vanecu. Do you mean other people ? 

Mr. Hiuines. Yes. 

Mr. Vanecu. Yes, sir. 

Mr. Cuetr. Mr. Vanech, I have not had achance to talk to you about 
this, but as you know, we have made a request for 11 files and we 
have not up to now gotten any indication from anybody, any specifi 
information at least as to when we might be able to get them. That 
request Was made to Mr. Duge ins wee igo tomorrow. 

It is my information that we have not had any letter lately on 
answer at all on it. is that correct / 

Mr. Mircnevy.. That is correct. 

Mr. Coiurer. That is correct. Mr. Duggan said the letter was sent 
to us but I have not seen it. 

Mr. Mircnenn. Did he say when? 

Mr. Couturier. He said he thought it was sent on Monday, the day 
he received my letter but I do not have that letter in my posse on. 

Mr. Cuetr. Be that as it may, that is beside the point, whether we 
vet a letter or not. The thing that concerns the committee is, whethe1 
or not we are going to get some cooperation, Tp te w, frankly, we 
have not had too much of it and the committee 
we are going to get these files. Could you give u 
would you have to clear that with se mebody else 

Mr. Vanecu. Let me say personally I want to cooperate to the 
fullest extent. I know the executive branch has always been the div 
vision of Government which must turn over files. It is not a case of 
depriving the committee of information that the files are not turned 
over. For example, if you say, “Here is the case of Mr. A. What did 
vou do in that case? What happe1 ed to that ?” 

We could say, “This man was tried for a violation of such and su 

section of the Code, he was convicted and sent to priso a 

That gives you the information that you probably want to know 

And in the case of Mr. B who was not prosecuted, if you were to 


ask us, “Why wasn’t Mr. B prosecuted?” I think we will be glad to 


; 


= 


tell you right down through. | do not see any reason why we cannot 
get together and work together. After all we are all Americans. I 
mean we are working for the same thine and we want to preserve 
the great Department of Justice. 

Mr. Cuetr. That is right. 

Mr. Vanecu. If there is anvthing wrong there, I do not ki 
and I am sure those men and women who make up that great Depart 
ment have worked through the years and if there is anything that 
has been in any way off color, it would be to our advantage to know it. 

Mr. Cur.r. That brings us to this point, now, can we expect coop- 
eration on these specific 11 cases ? 

Frankly, the committee takes the attitude that they are needed in 
the furtherance of the work of the committee, if we are going to make 
an investigation that is honest and fair, and a thorough investigation. 


know it. 
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Can we expect that cooperation 4 

Mr. Vanecu. Mr. Chairman, as far as I am concerned—now I am 
not the last word—I mean the Attorney General is the one. 

Mr. Cuevtr. Who has the last word, Mr. Perlman ? 

Mr. Vanecu. He is now the Ac ting Attorney General. 

Mr. Cue tr. Would you do this, would you ask Mr. Perlman whether 
or not we can have those cases ? 

Mr. VANEcH. Yes, sir. 

Mr. Cuetr. Up to now, we have no information on it at all. 

Mr. Mitrcuett. What we would like to know is whether we can see 
those files, and when. 

The suyvvesti ion of a letter, or the suggestion of talking about it with 
Mr. Duggan, does not get us any place. 

Now, we would like to know about it and T am willing to go to the 
Department as a committee representative, if Lam given a room where 
[ am not interfered with, to look at those files Monday morning. We 
would like to know if we can get them, 

Mr. Vanrecu. I will be glad to see what I ean do. I want to work 
to the fullest extent with the committee. 

Mr. Mircnens.. I am sure of that, but I am not sure we are getting 
anything but conversation from Mr. Duggan. I want to make that 
plain. I would like to know about it. The sooner we get down to this 
issue, the sooner I can be effective insofar as my job with this commit- 
tee is concerned. We would like to know if we can come down there. 

[f it is a question of setting us up In a room where we can have 
protection of the files or some other reasonable thing, I will recom 
mend to the committee that they do it and I do not think anybody 
on the committee is putting any restrictions on us. 

We do not want to have to wait until somebody reads it, for 3 days 
or 3 weeks. We do not want to feel that somebody is looking over our 
shoulder or taking our tempers:ture on this subject. If we want to 
work on a week end for some reason, perhaps some arrangement might 
be made for it. 

Part of this comes, I will tell you quite frankly, from a check-up 
thro oh our own experience, and with the experience in the King 
committee, with Mr. Duggan. 

I would just like to devise it, and operate, just like you say you 
would. 

Mr. Cueur. We need some red tape cut and the sooner the better. 
We have a job to de and frankly I think within the next few days 
I think you were in here and probably heard that statement—we will 
have an order from the President, but in the meantime can we not 
get somebody over there, Mr. Perlman or somebody, to allow our men 
to come cver and take a lock-see at these files ¢ 

Mir. Vanrcu. Of course, as you know, Mr. Chairman and members 
ef the committee, Mr. Duggan would be acting under orders the same 
as any of us would be acting under orders. I will be very glad to go 
to the Acting Attorney General and see if something can be worked 
out. 

Mr. Cuetr. After you have had an opportunity, Mr. Vanech, to do 
that, I would appreciate it, and I know the committee would, and it 
would be an evidence of cooperation for the first time on the part of 
the Department for somebody over there to get in touch with either 





INVESTIGATION OF THE DEPARTMENT OF JUSTICI 179 


Mr. Mitchell or Mr. Collie r and let them know the score as To what 


IN 
they should do and where they should fO. 
We are willing to allow them to do It, tO go over there and look th 


+] ] 


nk justly so, that 
he wants to Lo 1] to a room that is not w I i d he does not want 


things over, but the point has been made, and I 


somebody looking over his shoulder or feel o his pl Ise, It is one of 
those things. 

We might as well be frank about it. hat is the very thing that 
distur! this committ ‘ 

Mr. Vanecu. You \ ind a lv ha oe the room wired ot 
anvthi o like that. 

Mr. CHELF. Car 
that you will vet in tor 
when he can come, and me 

Mr. Vanecu. Yes, sir. 
bers of the committee, 
morning and put this prog 
committee would like to hay 
they would be ve ry ol id 
over and work in the Department 
these matters. 

Mr. Mircenecy. There should not be 
really. 

Mr. Vanecn. I am being very frank with > 
be in the position of saying that they do not ha 
has bee na problem bet ween the diy ision of the Oistative a 
tive branches. That gao0es bac k to the time . re rgve Wa 
when he was the first one to refuse the fil i 
policy right down through. 

What twilight zone or meeting ground can be worked out 
know. I will take it up and see what can be done. 

Mr. Crevr. If you will do that and get in touch with Mr. Mitchell 
we will appreciate it. 

Mr. Keating. Are you acquainted with Judge Edelstein ? 

Mr. Vanecn. Yes, sir. 

Mr. Keating. When he came to Washington he usually stayed with 
you, did he not ? 

Mr. Vanecu. When he came to Washington he first stayed at the 
Mayflower Hotel. He has stayed with me. 

Mr. Keating. From time to time he has stayed with you ¢ 

Mr. Vanecu. Oh, yes. 

Mr. Keatine. Are you acquainted with members of his family ? 

Mr. Vanecu. I have met them. 

Mr. Kratine. Specifically his father-inlaw ? 

Mr. Vanecu. I met Mr. Koch, but only on a few occasions. 

Mr. Keatine. What is the name, for the record ? 

Mr. Vanecu. Max Koch. 

Mr. Keratina. K-o-c-h ? 

Mr. Vanecnu. I think so. 

Mr. Keatine. Do I understand that Mr. Vanech is going to be 
back in executive session first. before public session ? 

Mr. Cuetr. Yes; if that is the wish of the committee. 

Mr. Kratinea. I will defer any further questions. 

Mr. Vanecu. When is that, Mr. Chairman ? 


las 
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Mr. Cueir. We will call you a litle later on. At the moment we do 
not know exactly the time, but since you are going to be around, we 
will get in touch with you. 

Mr. Vanecu. Not next week. 

Mr. Cuetr. No; not next week. It will be the week after. 

Thank you very much, Mr. Vanech. 

Mr. Vanecu. Thank you, Mr. Chairman and members of the com- 
mittee. 

(Whereupon, at 6:10 p. m., the subcommittee recessed, to recon- 
vene at the call of the Chair.) 
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MONDAY, MAY 5, 1952 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE TO INVESTIGATE 
THE DrPARTMENT OF JUSTICE, OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, D. rep 


The subcommittee met, pursuant to recess, at 10 a. m., in room 346, 
House Office Building, Hon. Frank L. Chelf (chairman of the sub- 
committee) presiding. 

Present : Messrs. Chelf, Ramsay, Rodino, Rogers, Keating, Hillings, 
and Bakewell. 

Also present: Stephen A. Mitchell, chief counsel, Daniel G. Ken- 
nedy, associate counsel, and Robert A. Collier, assistant counsel and 
chief investigator to the committee. 

Mr. Cuetr. The meeting will come to order. 

Is Mr. Thomas of the Maritime Commission in the room, and Mr. 
Stakem, please?’ Would one of you come around and be sworn? 

Mr. Stakem, do you solemnly swear that the statements you will 
make before this committee will be the truth, the whole truth and 
nothing but the truth, so help you God? 

Mr. Stakem. I do, sir. 

Mr. Mrrenew.. Before we pre weed, it was suggested by the chairman 
that I reac some of the testimony that has already been made to con- 
nect it with the testimony given today. 

In the hearing of March 31, questions by Mr. Keating to former 
Attorney General McGrath on page 126, relating to Mr. Morris, Mr. 
Keating said: 

Who suggested his name? 

Attorney General McGratH. Well, if you ask me who first mentioned Newbold 
Morris, I do not think I can honestly tell you. I had been listening to names 
and putting them down on a list. 

Mr. KEATING. Do you remember anyone who mentioned his name? 

Attorney General McoGRaATH. I am sure I discussed it with Mr. Vanech. I 
discussed it with Mr. Ford. I discussed it with Mr. Duggan. I discussed it with 
the Solicitor General. I did not discuss it with the President before I ascertained 
that he was available. 

Mr. KEATING. As a matter of fact, he was recommended to you by Mr. Ford, 
was he not? 

Attorney General McGraTH. I do not believe that Mr. Ford was the first one 
to suggest his name. I believe that the name came from my own knowledge. 

Then questions by Mr. Hillings to Mr. McGrath on page 171; 

Did you know at the time of Mr. Morris’ appointment that the Department of 
Justice was considering libel action in admiralty to recover one of the tankers 
owned by the foundation which he heads? 
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ney General McGratu. No: I did not 
Hittines. If you had known it would that have influenced your 
appointment of Mr. Morris? 

torney General McGratuH. It would have caused me to ask h 

«} 


yout It. 


Phen on page 174 Mr. Hillings asked: 


In other words, you do not know at this time what action may be contem 
plated against the special assistant to your office? 

(Attorney General McGratnu. No; it has not been determined 

Mr. Hitiincs. And it was never checked into prior to his appointment or 
since his appointment? 

Attorney General McGratu. I knew nothing about it. Certainly it was not 
checked into 


ontinuing on page 175: 


Hirtrines. Is it not at all likely that Mr. Morris 
on his investigation of the Justice Department 
by the Department may be pending? 
reneral McGrat I think he is an honor 


as he see 


Then at the heat ne 


Mr. Morris on page 213: 


that there may have ! 
hether or not you were the 


committee, and cer 


at did not make 
acquisition 
resented 


libeled 





Attorney General knew 
nowing that I was a mem 
If he did not know about it, it wa 


portant develoments of his De 


: | newspapers because when t 
snewspapers and that was a test case 
Mr. Roptno. When you discussed with the Attorney General the possibility 


your acceptance f the appointment, did you tell him that your firm was 
ed in this deal, so that you might work on all fours with anything they 
ght later have held against you? 


Mr. Morris. I never thought at any time that there was anything to report 
Then skipping a paragraph, on the same page Mr. Rodino asks: 


But, nonetheless, you did not actually discuss this question with Mr. McGrat! 
at that time’ 

Mr. Morris. No; I don’t think I did. 

Mr. Ropino. You did not bring it to his attention? 

Mr. Morais. I assumed he knew all about it and I am pretty sure my assump 
tion Was correct 


Mr. Bakewell’s questions on page 221: 


Now, Mr. Morris, did I understand you to say that at the time of your employ 
ment, Mr. MeGrath knew about that tanker deal? The Attorney General? 

Mr. Morris. I think he must have. He is the head of the Department, and 
this was a matter which in shipping circles was of great interest and appeared 
in the newspapers. He must have known. I can't say that he knew about it 

Mr. BAKEWELL, I thought you stated unequivocably that he did know about 
ee 

Mr. Morrts. I said he must have known about it 

Mr. BAKEWELL. How do you reconcile that with this question which was 
asked, “Did you knew at the time of Mr. Morris’ appointment that the Depart 
ment of Justice was considering libel action in admiralty to recover one of 
the tankers owned by the foundation which he heads?” 
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The Attorney General answered, ‘No; I did not.” 

Mr. Morris. I think that is one of the reasons why there is something wrong 
I mean if that is the way the Department of Justice is run. I think it is a hope- 
less Situation when the head of the greatest law-enforcement agency in the world 
does not know what his Claims Division is doing. I would assume that the Chief 
of the Claims Division would have weekly meetings with him, reporting to him 
all the matters of moment. 


Then Mr. Keating’s questions were resumed at page 315: 


But as I understand you were not familiar with the fact, when you assumed 
office, that attorneys in the Criminal Division of the Department of Justice 
had already been consulted regarding your connection with these deals and had 
had the matter under study for several months? 

Mr. Morris. * * As far as I know that file involving United Tanker 
was some long time age; scmebody must have decided that this should go to the 
Claims Division. 

Mr. KeatrinG. Put did you know when you assumed this position that your 
own connections and those of your company with tanker transactions had been 
a matter of study for some months in the Criminal Division? 

Mr. Morris. I personally did not have much to do with it. You see, this 
tanker corporation organization was represented by my partner and, as I re 
member, whatever I knew I know mostly second-hand. But I never at any 
time had the slightest question about me personally or any of the individuals 
personally being scrutinized with a view to having violated any section of a 
law. I just know that that could not be true. 

On page 315: 

Mr. KEATING. I have no reason to question your own confidence in your own 
position, but I am very much interested in knowing whether you knew at the 
time when you assumed the office of Special Assistant to the Attorney General 
that some 6 months before that time the attorneys in the Criminal Division 
had been consulted regarding your connection with the deals, and that of your 
company. 

Mr. Morris. I am very much surprised to hear it if it is true. I did not Know 
it until now. 

Continuing on page 516: 

Mr. KeATING, Is it fair to conclude that if you had known of the existence 
of study by the Criminal Division regarding your transactions you would not 
have accepted the position as Special Assistant to the Attorney General? 

Mr. Morrts. Well, [ would not put it that way I would have then told the 
Attorney General, “I have just heard about this, and you better clear this up 
before appointing me.” 

Mr. Keatin@. And unless it was cleared up you would decline appointment? 

Mr. Morris, Why certainly. I would not have gone ahead. 

Mr. Cuetr. Mr. Stakem, will you please state your full name for 
the record / 

Mr. Strakem. Thomas Edward Stakem. 


TESTIMONY OF THOMAS EDWARD STAKEM, ASSISTANT TO 
DEPUTY MARITIME ADMINISTRATOR 


Mr. Mircuevy. Please give your address and employment. 

Mr. Stakem. 2910 North Twenty-fourth Street, Arlington, Va. 

I am employed as the Assistant to the Deputy Administrator, Mari- 
time Administration, Department of Commerce. 

Mr. Mircueny. In 1949 what was your position ? 

Mr. Sraxem. In 1949 I was the security officer of the former Mari- 
time Commission, and I held that position until September 1950 or 
1951. 
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Mr. Mircuetu. In that position, did your duties include any matters 
relating to tankers ? 

Mr. Srakem. Yes, sir. 

Mr. Mrrenevyi. Did you make any investigation concerning so-called 
tanker deals? 

Mr. Straxem. I did, and I think perhaps I could make it a little 
easier on the counsel and the committee if I could give vou just a 
little background on my work. 

Mr. Mircuety. Please do. 

Mr. Stakem. On March 8, 1946, the Merchant Ship Sales Act was 
passed by the Congress, and that set the pattern and the formula by 
which the former Maritime Commission was to dispose of the war- 
built vessels. That 1946 act specifically stated that the purchasers 
of war-built vessels for operation under the American flag had to 
meet the citizenship test as outlined in section 2 of the Shipping Act 
of 1916 as amended. 

In 1949, August 19, the former Maritime Commission, because of 
the number of corporations who had purchased war-built ships that 
appeared to be financed by foreign capital and the stockholdings 
within in the neighborhood of 51 percent American as against 49 
percent foreign, asked the General Manager of the Maritime Com 
mission to conduct a survey of all the vessels that have been sold 
under the Ship Sales Act of 1946 and to make a report to the Maritime 
Commission on all those corporations who had purchased ships whose 
stockholdings were in the neighborhood of 51 percent. That was 
August 19, 1949. 

On November 21, 1949, the operations office, through the General 
Manager, made a report to the former Maritime Commission and 
listed a number of corporations that appeared to be close to the line 
on citizenship. That matter was the subject then of a special memo- 
randum by former Commissioner Raymond 8S. McKeough to the 
then Chairman of the Commission, General Fleming, dated March 
19, 1949, and in which he questioned the citizenship status of a 
number of corporations who had appeared in this earlier memorandum 
from the General Manager. 

The Chairman, General Fleming, then transmitted Mr. McKeough’s 
memorandum to our Legal Division and requested the matter be put 
under legal review. 

When the Maritime Commission was abolished in May 1950 and the 
new Maritime Administration came into being under the Department 
of Commerce, this matter of citizenship of various vessel purchasers 
was still under legal review. 

It was in early 1951 that the Accounts Division of the Maritime 
Administration was asked to make a limited check into the corporate 
records of these questioned companies. 

That review went on, in I think, February 1951; and then on March 
27, because the issues were still being raised, no decision could be made 
on the limited field investigation, and I was directed to conduct a full 
field investigation into these corporations. 

Mr. Mrrcenect. Was that by a dears order dated April 3, 1951? 


Mr. Staxem. That is right. The directive for the investigation 
came first from the Deputy Maritime Administrator, Mr. Earl W. 
Clark, and then was confirmed in a formal order of investigation 
signed by Admiral Cochrane on April 3, 1951. 
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Because we had no investigative staff—it was a one-man proposition 
in the Maritime Commission—we asked the General Accounting Office 
to assign several of their young accountants to work under my super 
vision, and we were verv happy that the GAO complied with that re- 
quest, and they were of immeasurable help in the investigation that 
followed. 

Mr. Mitcueii. What was the result of the investigation ? 

Mr. Stakem. The investigation was conducted from approximately 
\pril : 3, until about the middle of M: ay 1951, and a series of four 
reports were prepared by myself with the assistance of these GAO 
accountants, and on June 15, 1951, those re ports were transmitted to 
the Department of Justice by Secretary Sawyer. 

Mr. Mrrcnett, What was the purpose of submitting those reports 
to the Department of Justice 

Mr. Stake. The results of the investigation that I conducted were 
such as to make the administrative officials in Maritime believe that 
serious questions were to be raised against these corporations, a 
number of them, and that there were a number of serious questions 
which did require review and perhaps additional investigation by the 
Department. 

Mr. Mircnevi. Were there similar series of questions with relation 
to the individuals involved / 

Mr. Staxem. We felt that the matters both from the criminal and 
civil side needed further exploration and review by the Department. 

Mr. Mircnenn. Both as to corporations and as to individuals ? 

Mr. Sraxem. That is right. That in connection with the citizen- 
ship question there would be various documentations under the laws 
and the various representations to the Commission that have to be 
examined in the heht of the evidence. 

Mr. Mitcue.t. Is it fair to say that the fundamental questions of 
law depended on certain questions of fact and that among them was 
whether these vessels were acquired by aliens or controlled by aliens 
or both ? 

Mr. Sraxem. Yes. In other words, there was a provision within 
the Merchant Ship Sales Act whereby the Maritime Commission could 
sell vessels, after certain findings, to aliens. 

The questions which we addressed ourselves to were to those Ameri- 
can corporations which attempted to qualify under the citizen pref- 
erence and who wanted to have the privilege of operation under the 
American flag. 

Mr. Mircnetn. Then the question was whether or not that contro] 
by aliens was exerted by the putting up of money from alien sources 
to purchase or acquire and operate these vessels? 

Mr. Srakem. You could put it this way, that the holding of stock 
in American citizens was not in and of itself proof that a corporation 
Was a citizen corporation; or, to put it another way, the. holding of 
a minority stock interest by foreigners would not necessarily prove 
that the foreigner controlled. In our opinion, it was a matter of in 
vestigation to get all the facts. 

Mr. Mircnenyt. The fact you were after was who controlled the 
vessel ? 

Mr. Sraxem. That is right. 

Mr. Mircne.yi. And who controHed the use and chartering of those 
vessels. Is that right? 
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Mr. Srakem. We wanted to bring the entire operations of the cor- 
poretions into the spotlight and examine them, not only the stock 
holdings and the finances that went into the purchase and operation 
of the ships, but also into the control features through operation. All 
were maiters requiring review, 

Mr. Mirenevs. Did you find in at least one instance that funds 
from Chinese nationals were used to the extent of 9924 percent and 
funds of United States citizens to the extent cf one-third cf 1 percent ¢ 

an STakemM. I do not think J worked it out on a mathematical 
bas Mr. Mitchell. We did find that the purchase of six tankers by 
a: subsidiaries of United Tanker Corp. was financed in a large 
measure by the Chinese interests. 

Mr. Mircnett. And the Chinese money intreduced into these cor 
porations might find its way in purchases of mortgages and preferred 
stock while United States nationals might control the majority of the 
common or voting stock, is that right ? 

Mr. Staxem. That is right. The preferred stock was used to cover 
investments in the American corporation. 

Mr. Mrrenecy. In that investigation did you find that certain Chi 
nese nationals in effect controlled the bank accounts and safety deposit 
boxes of the corporation ? 

Mr. Staxem. Well, I would like to stop at this point and say this, 
that I do not want to get too much into the merits of these cases because 
1 think since June 15 or June 16, 1951, that these have been Depart- 
ment of Justice cases and the reports which we sent over were marked 
“Progress Reports” because we felt that additional work was required 
to develop all of the facts. 

Mr. Mrrenett. Do not go beyond what you think is required. If 
you think any reply would damage a pending case, I wish you would 
say so and not answer. 

Mr. StaxemM. When we get into the merits cf the case, then I think 
the Department of Justice should speak, because the Maritime Com- 
mission’s position is that we have had spendid service from the Depart 
ment of Justice on these cases. 

We had a reply from Judge Staley within a month after the 
transmittal came over. We had conferences with the Department 
of Justice attorneys within a month or close to a month after we 
submitted the cases to them for review and they have been active 
on both the criminal and civil side, and, as a matter of fact, the De- 
partment of Justice has seen fit to assign a man full time on the case. 
So, frem our standpoint, we are very happy with the service that we 
have received on these matters. 

Mr. Mrrenetn. Has a full-time man been in the Criminal Division? 

Mr. Stake. Yes. 

Mr. Mirenevi. And that there has been an equally cooperative 
service on the Claims Division side? 

Mr. Stakem. That is right because the cases went over on June 
15, 1951, and then we had the first action in the Meacham libel, which 
was November 9, 1951. 

Mr. Mrreneit. Was your problem this: Were the United States 
citizens really in control of these vessels, or were they dummies for 
the Chinese / 

Mr. Staxem. It is whether the set-up actually meets the citizenship 
test of the Ship Sales Act. That takes it back to the 1916 act. The 
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Ship Sales Act said citizen corporations purchasing vessels for United 
States flag operations had to meet the test of citizenship as stated in 
section 2 of the 1916 act. 

Mr. Mrrcuety. In these cases that you are talking about, do they 
include the China International Foundation, Inc.—is that one? 

Mr. Srakem. Yes, sir. 

Mr. Mitcneit,. And the United Tanker Corp. ? 

Mr. Stake. Yes, sir. 

Mr. Mitcueti. And the Meacham Corp.? 

Mr. Sraxem. Yes, sir. 

Mr. Mircneti. And the National Tanker Corp. ? 

Mr. Stakem. Yes, sir. 

Mr. Mrrcnecy. And in connection with these, do you know the name 
of Newbold Morris? 

Mr. Staxem. I do. 

Mr. Mircnenn. He is the president of China International Founda- 
tion and a member, is he not? 

Mr. Stakem. Yes, sir. I met Mr. Morris on the first day that the 
investigations commenced in New York City, which would be about 
April 3, 1951. 

Mr. Mircneitt. Now, the name of Harold C. Linfest is in all four 
of these corporations I have mentioned ? 

Mr. Staxem. Yes; he is in the foundation. 

Mr. Mircuei. He is in the foundation as a member and he is presi- 
dent of the other three ? 

Mr. Stakem. That is right. 

Mr. Mitcuetn. Going back to the letter of June 15, 1951, do you 
have a copy of that? 

Mr. Sraxem. I do. 

Mr. Mrrcneiy. That is addressed to the Attorney General? 

Mr. Staxem. Yes; and it is signed by the Secretary of Commerce. 

Mr. Mircneti. Do you find the name “Newbold Morris” in that 
letter at any place ? 

Mr. Staxem. No, sir 

Mr. Mrrcnewn. And it is a little over two pages long, is it not ? 

Mr. Srakem. Yes. 

Mr. Mrrcneiy. Was that letter attached to a parcel of papers simi- 
lar to these in my hand? 

Mr. Sraxem. That is one of the four reports which were trans- 
mitted by this letter. 

Mr. Mrrcnen. If I tell you that the paper I have just held up 
is listed as inventory file 704, would you find that to be the first of 
the files described on page 1 of your letter? 

Mr. Sraxem. Yes, sir. 

Mr. Mircuen . Do you have a copy of that report before you ? 

Mr. Sraxem. I do; yes, sir. 

Mr. Mircuert. Will you look at it, please, sir, at 704? Look at 
page 1. That will be the fourth page after you have turned to this 
letter, June 15,1951. You would pick up the report, would you not, 
as sent to the Attorney General ? 

Mr. Sraxem. Page 4? 

Mr. Mircueut. It is page 1 of the attachment, is it not? 

Mr. Stakem. You are talking about the investigative report ? 
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Mr. Mircne.. On the file 704. 

Mr. Sraxem. Yes, sir. 

Mr. Mircuey. It is dated at the top May 25, 1951, is it not? 

Mr. Srakxem. That is right. 

Mr. Mircuett. It is to the Maritime Administrator from you? 

Mr. Staxem. That is right. 

Mr. Mireur... Then it refers to China International Foundation, 
Inc., and the rest of the subject ? 

Mr. Sraxem. That is right. 

Mr. Mircuetyi. That page would be the fourth page of the docu- 
ment submitted to the Attorney General, would it not ? 

Mr. Strakem. Let me say this, Mr. Mitchell: Which one of these 
reports was on top of the other, I do not know, but we list them 704, 
707, 708, 709, in numerical order. 

Mr. Mrrenett, Which ones did you list first in your letter of June 
15? 

Mr. Staxem. The China International Foundation and United 
Tanker investigative file 704. 

Mr. Mitrcuet.. If it was in order when it went over, the fourth 
page would be the first page of this report of yours, would it not ? 

Mr. Strakxem. Yes, sir. 

Mr. Mircue... Do you find the name on that first page of China 
International Foundation, Inc. ? 

Mr. Sraxem. Yes, sir. 

Mr. Mircnett. Do you find the name of Newbold Morris? 

Mr. Sraxem. No, sir. 

Mr. Mircurtn. Now, turning to the next page, do you find the name 
of Newbold Morris? 

Mr. Sraxem. Yes, sir. 

Mr. Mircuew. It is the first name on that second page, is it not? 

Mr. Sraxem. Yes. It is page 1 of that report which lists the his- 
tory of the China International Foundation as I obtained it from the 
files. 

Mr. Mrrcue i. Now turn to the next page. Do you find Newbold 
Morris’ name four times on that page ? 

Mr. Sraxem. Yes, sir. 

Mr. Mrrenetit. Would you say I am correct if I said that this 63 
page report has the name of Newbold Morris, or of his law firm, a 
total of 14 times in it? 

Mr. Staxem. I have not made the count, Mr. Mitchell, but I would 
take your word for it. 

Mr. Mrrcne... Going back to the letter, sir, to save the committee’s 
time, read the first paragraph, please. 

Mr. Srakem (reading) : 

On the recommendation of Admiral Cochrane, the Maritime Administrator, I 
am transmitting herewith a series of reports prepared by the Maritime Admin 
istration with reference to possible violation of several criminal statutes of the 
United States and the possibility that certain of the transactions involve civil 
fraud on the United States. The transactions described relate to sales of 
vessels to various purchasers under the provisions of the Merchant Ship Sales 
Act of 1946. 

Mr. Mrircnett. Then the next paragraph is a description of the 
files; is it not? 

Mr. Stakem. That is right. 
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Mr. MrrcHeE tL, And then at the bottom of the page there isa para- 
graph beginning “It is my request * * *.” Will you read that! 
Mr. STAKEM (reading) : 


It is my request that these reports be studied by your Department with a view 
of determining whether or not any of the following statutes, among others, have 
been violated by any of the persons or corporations mentioned therein : 

(1) 18 U.S. C., section 1001, relating to false representations in matters within 
the jurisdiction of Government agencies. 

(2) Section 9, Shipping Act, 1916; 46 U. S. C., section S08, prohibiting the 
transfer of any interest in an American vessel to aliens without prior approval 
of the Maritime Commission or its successors. 

(3) Section 37, Shipping Act, 1916; 46 U. S. C., section 901, relating to such 
transfers in time of emergency as proclaimed 7 oa President. 

(4) Section 40, Shipping Act, 1916; 46 U. S. C., section 838, relating to false 
declarations to customs collectors in respect = citine nship. 

(5) Section 41, Shipping Act, 1916; 46 U. S. C., section 839, relating to the 
violations of conditions imposed by the Commission in granting its approval to 
vessel transfers under section 9, supra, 


Mr. Mrrcuetit. Now, go down to the bottom of the page and read 
that paragraph. 
Mr. Sraxem (reading) : 


I invite your attention to the fact that a subcommittee of the Executive 
Expenditures Committee of the United States Senate is conducting an investi- 
gation into these matters, and it may be that you will wish to have members 
of your staff confer with the committee’s counsel. 

Mr. Mircuetn. Who signed the letter ? 

Mr. Srakem. It is signed by Charles Sawyer, Secretary of Com- 
merce. 

Mr. Mircnety. Now, it shows on the left-hand margin that copies 
were sent to three people. Will you read those names? 

Mr. Sraxem. The Honorable Clyde R. Hoey, United States Sen- 
ate; the Honorable Lindsay Warren, Comptroller General; the Hon- 
orable George J. Schoeneman, Collector of Internal Re venue. 

Mr. Mircuex, “Commissioner” of Internal Revenue; is it not? 

Mr. Srakem. That is right; I beg your pardon. 

Mr. Mircue.u. I thought those three people might have some in- 
terest in the situation described in that letter. 

Mr. Sraxem. Yes. 

Mr. MircuHety. | ask that this letter of January 15 be made a part 
of the record. 

Mr. Cuetr. Without objection, it is so ordered. 

(The letter above referred to was marked “Exhibit 1” and will be 
found on p. 697.) 

Mr. Mircne.y. After that letter was sent, with whom did you 
confer in the Department of Justice? 

Mr. Srakem. On July 12, 1951, we had a letter from Judge Staley’s 
office, signed by his superior. Judge Staley is in charge of the Ad- 
miralty Section. He asked for certain breakdowns as to corporations 
and persons and exhibits. 

Mr. MircnetL. The Admiralty Section is in the Civil Division; 

Mr. Sraxem. That is right. We wrote back, over the signature of 
the General Counsel of the Maritime Administration, and said that 
memoranda of law were being prepared in connection with the cases 
but suggested that perhaps a conference between those attorneys in 
the Department of Justice and the Maritime attorneys would be help- 
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ful. That letter was dated July 17, 1951. And, following that, « 
July 23, 1951, we did have a conference with attorneys both from thy 
Claims and the Criminal Division participating. 

Mr. Mrrcneti. Who were those attorneys ! 

Mr. Srakem. Present for the Department of Justice were a M: 
Grigsby, Mr. Judson Bowles, and Judge Staley 

Present for the Maritime Administration was Francis Greene, w! 
was then Deputy General Counsel of the Maritime Administration ; 
James L. Pimper, who is assistant to the legislative counsel, and who 
was assigned to make a study of these cases; Joseph Klausner, als 
an attorney with Maritime, and myself. 

Mr. Mrrcnety. Then Messrs. Bowles and Grigsby were representa 
tives of the Criminal Division of the Department at that conference? 

Mr. Sraxem. That was my understanding. 

Mr. Mircnei,, Were there later conferences then, after those July 
meetings ¢ 

Mr. Srakem. Yes. As we came close to the filing of the reactio 
against the .Veacham on the 9th of November, we had a number of 
conferences with the attorneys in Judge Staley’s office who were ha: 
dling that case. 

Mr. Mrrenetn. Around October 2 did you write a letter to Judge 
Staley, a supplementary report ? 

Mr. Sraxem. That one of October 2 was a transmittal of a legal 
brief prepared in the Office of the General Counsel of the M: iritime 
Administration. That letter to Judge Staley was signed by Franci 
S. Walker, then General Counsel. He is now deceased. 

Mr. MircHe yi. Are you a lawyer, sir? 

Mr. Sraxem. I'am a member of the bar in the District of Mar yland. 
I have not practiced though. 

Mr. Mrrenetu. Did this letter of October 2 refer to a case similar 
tothis? That is, similar to this case in your opinion ? 

Mr. Staxem. I would have to stop and read that, Mr. Mitchell. It 
has been quite some time since I reviewed that legal document. 

Mr. Mircue.y. I would like to have the letter of October 2, 1951, 
made a part of the record. 

Mr. Cuetr. It is so ordered. 

Mr. Sraxem. I wonder if you would want to make of public record 
a memorandum of law submitted by the Maritime Administration 
as a helpful hint to the Department of Justice. 

Mr. Mircuet.. I suggest you let me see it. The questions of law 
are in the province of the Department of Justice, and you so recognize 
it. Is that right ¢ 

Mr. Srakem. That is right. 

Mr. Mircneni. That is both as to whether a civil proceeding will 
be commenced or whether a criminal proceeding will be submitted 
to a grand jury. 

Mr. Keating. Did you refer to this letter when you made this com- 
ment, or to some enclosure in the letter? 

Mr. Staxem. I am talking mostly on the enclosure, Congressman 
Keating, because the letter itself does not go too much into detail but 
the enclosure does. 

Mr. Keattnc. You see no objection to the letter’s being placed in 
the record ? 
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Mr. Srakem. I wonder if I might review that with counsel after 
the hearing. 

Mr. Keatine. Very well. I thought your comments might be help- 
ful in addition to the letter. 

Mr. Mircney. If there is any question about it, the committee, I am 
sure, will accede to your requesting that it not be included as part. 

We will suspend that issue, on the letter of October 2, 1951. 

Mr. Cuetr. The reporter will disregard that order until counsel 
can take it up. 

Mr. Mircuexyu. Did these counsel continue to stay W ithin the Claims 
Division of the Department of Justice / 

Mr. Strakem. Yes; we have had conferences, both by phone and by 
visit, with the claims attorneys imme diately prior to the filing of the 
libel action, and since. 

Mr. Mrrenenni. And that libel action is now pending in the United 
States district court. is it not ? 

Mr. Sraxem. That is right. 

Mr. Mircnetnt. Now, as to the criminal side, the Criminal Divi- 
sion, did you have conferences with any Department of Justice 
otticials / 

Mr. Stakxem. Yes. 

Mr. Mircnetnt. With whom and when? 

Mr. Stake. I think it was in the early part of October 1951, that 
I had a call from Allen Krouse, who is an attorney in the Criminal 
Division of the Department of Justice and he told me that he had 
been assioned these cases and would like to get together for a confer 
ence, Mr. Krouse and I have seehl ene hy other a creat number of times 
since those early days of October. 

Mr. Mircueriy. He is the full-time employee you refer to. 

Mr. Staxem. That is right. 

Mr. Mircnenn.. I understand that he is full time on these cases. 

Have you received any indication as to when a conclusion will be 
reached, and will vou be advised by the Department of Justice of 
that conclusion ? 

Mr. Sraxem. No; in our early conferences, I pointed out to Mr. 
Krouse and he could see for himself there were a number of loose ends 
that would have to be investigated, particularly from the financial 
end of the corporate structures, and the early conferences as to 
whether the Maritime Administration would conduct further inves- 
tigation, or whether it would be done within the Department. 

Mr. Mrrcnxett. You do not know now, whether the Department of 
Justice will decide to present the criminal aspects of the tanker matters 
both as to corporations and as to individuals including Newbold 
Morris, to a grand jury ? 

Mr. Staxem. No; I will bow to the Department of Justice on that. 
I do not think I am in a position to answer. 

Mr. Mircuetyt. You did not know any more about the answer to 
that question on February 1, when Mr. Morris was appointed, than 
you do now? 

Mr. Staxem. Well, E would say this: These cases are very involved. 
Just on these four that we transmitted to the Department of Justice, 
they involved at least 28 different corporations on the American side 
and approximately 15 to 17 on the foreign side and there is a lot of 
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interrelation that would have to be sifted out. There is a lot of work 
to be done. 

Mr. Mrreuett. Mr. Krouse has worked hard. 

Mr. Sraxem. He has worked hard and I want to give him that 
credit. I think credit is due. 

Mr. Mircuentn. He did not know what his final conclusion would 
be and neither did you, in February, did you? 

Mr. Staxem. No. 

Mr. Mircne ti. And you do not know now? 

Mr. Sraxem. The matter is still under active investigation within 
the Department. 

Mr. Mircueitt. What conferences did you have with Newbold 
Morris? 

Mr. Staxem. The first time I saw Newbold Morris was on the 3d 
of April 1951, which was the day that the investigations were started 
in New York. 

Mr. Mrrcnetn. Let me ask you another question, please, sir: When 
does his name first appear in your files in connection with these deals? 

Mr. Sraxem. When does his name first appear ? 

Mr. Mircnen. Yes, sir. 

Mr. Sraxem. Well, his name appeared first in connection with the 
United Tanker and the China Trading and Industrial Development 
application to the Maritime Commission on the 10th of December 
1947, when Newbold Morris transmitted the application of both the 
alien and the citizen corporations to the Maritime Commission, and in 
the transmittal letter said, in effect, “We would like to get these 
tankers—two tankers, that is; two T-2’s—into the China Trading and 
Industrial Development Corp.”—which was a Chinese corporation— 
“or, if we could not get it that way, we would like to have you review 
the application or consider the application of the United Tanker 
Corp.” 

Mr. Mrreneti. Did he make that inquiry on behalf of Chinese 
clients? 

Mr. Sraxem. That is right. In other words, he transmitted the 
two applications and I think he had conferences with people who at 
that time were in charge of the disposal of surplus ships in the Mari- 
time Commission. 

Mr. Rocers. May I ascertain that date. Was that December 1947? 

Mr. Sraxem. Yes, sir. 

Mr. Mrrenett. At that time did you receive any inquiry from 
Mr. Morris’ brother, Stephen ¢ 

Mr. Sraxem. The records of the old Maritime Commission show 
that Carroll Perry, Jr., was assistant to James Pimper, who at that 
time was in charge of Vessels Disposal Division. Perry was an assist- 
ant to Pimper in charge of the foreign end of ship sales. I have 
discussed this with Mr. Perry and he advises me that Stephen Morris, 
who was employed in the State Department, called him and he, Mr. 
Morris, was inquiring as to who in the Maritime Commission his 
brother could talk to with respect to obtaining vessels for a foreign 
client. 

Mr. Mrrcnety. His brother, Newbold? 

Mr. Staxem. About his brother, Newbold; yes. 

Mr. Mrrcuetn. Was that November 1947? 
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Mr. Staxem. Yes. I cannot fix that date exactly but it must have 
been immedi ately prior to December 10, which was the date the appli- 
cation came in. 

Mr. Mrrcne.ti. Now, going on from Mr. Newbold Morris’ inquir- 
ies—and that was confirmed by the letter, was it not, the December 

1947 request for tankers ? 

Mr. Strakem. That is right, sir. 

Mr. Mircnett. That was an application for tankers either to 
China 

Mr. Sraxem. China Trade and Industrial Development Corp. 

Mr. Mircneti. Which was a Chinese company controlled by Chi- 
nese capital and Chinese nationals—is that right? 

Mr. Staxem. That is right. 

Mr. Mrrcnety. Or, in the alternative would have had the allocation 
made to American companies or an American company. 

Mr. Sraxem. Yes. I might add this thought, Mr. Mitchell, that it 
was on September 19, 1947, when the Maritime Commission decided 
that it would sell no more T-2 tankers foreign, because at that time 
the applications from United States citizens were sufficient to take 
care of any remaining tankers. 

Mr. Mircuett. He was a little late? 

Mr. Srakem. Yes. 

Mr. Mrrenett. Did you have further conferences then with Mr. 
Morris, or with members of his law firm after December 1947? 

Mr. Staxem. The next time I saw Mr. Morris was on August 22, 
1951. 

Mr. Morris had visited the deputy general counsel, Francis Greene. 
Mr. Greene asked me to sit in on the conference, which I did. We told 
Mr. Morris at that time that the investigative report had been trans- 
mitted to the Department of Justice and that we could not discuss 
the merits of the case without a representative of the Department of 
Justice being present. 

Mr. Mrrcueti. Will you read the last part of that, Mr. Reporter. 

(The last part of Mr. Stakem’s statement was read.) 

Mr. Mircuety. Then what did he say? 

Mr. Sraxem. I think he accepted that. 

Mr. Mrrcuetu. Then the conference ended ? 

Mr. Sraxem. That is right. 

Mr. Mircuetit. When did you see him again ? 

Mr. Straxem. I next saw Mr. Morris on the 21st of November 1951. 
At that time he had sought a conference with C. Dickerman Williams, 
who is the Solicitor of the Department of Commerce. Mr. Williams 
asked that Mr. Clark, that is Earl W. Clark, who is Deputy Maritime 
Administrator, and Mr. James Pimper and myself sit in on that con- 
ference, which we did. 

That conference occurred after the filing of the action against the 
Meacham, which was November 9, 1951. Again, Mr. Morris was told 
that these matters were pending in the Department of Justice and 
that he would have to come and make his contacts there. 

Mr. Mitrcue.u.. Did you see him again after November ? 

Mr. Staxem. I do not believe I saw him again, Mr. Mitchell, but 
I believe he did make one other visit to the Maritime Commission, 
and that was on July 17, 1951, at which time he and his associates, 
Mr. Wasson and Harold Linfest visited the Maritime Administration 
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and talked to William U. Kirsch, who was an assistant to Mr. Clark 
Mr. Pimper was in on that conference, and again at that conference, 
Mr. Morris and his associates were advised that the Maritime Admin 
istration had submitted its reports to the Department of Justice for 
appropriate action. 

Mr. Mrreneir. In summing up, Mr. Morris came to the Maritime 
Commission in connection with these tanker transactions in July 1951, 
in August of 1951, and November 1951. 

Mr. Sraxem. That is right. At the time of the visit, the libel ac 
tion against the Afeacham, which was one of the vessels involved, had 
been filed and was pending. 

Mr. Curie. Was Mr. Morris advised by any of the representatives 
of the Maritime Commission that these cases had been referred to the 
Department of Justice with the view that there might be some possible 
violations of the law either criminal or civil? Did he understand 
that / 

Mr. Sraxem. He understood we were questioning the citizenship of 
the United Tankers Corp. and its subsidiaries, and the investigation 
which we had conducted had not removed the cloud against the citi 
zenship of that corporation. 

Mr. Cuecr. In other words, your Department was not satisfied and 
therefore you had seen fit to submit to the Department of Justice a 
request for a full and complete review, with the view that there might 
be some possible law violations eit her criminal or civil. 

Mr. Stakem. That is right, Mr. Chairman. 

Mr. Kearinc. That was called into effect on two occasions in your 
presence? It was August and November ¢ 

Mr. StakemM. August 27 and November 21. 

Mr. Rocers. I think it might be well if he would repeat what his 
conversation was. His opinions about the matter are inconclusive 
as far as I am concerned. 

Mr. Mircene tt. Will you repeat any conversation that you might 
recall ? 

Mr. Srakxem. I can only say this, that Mr. Greene, in whose office 
the August conference was held, made a conference memorandum, 
and I would be glad to submit that to the committee if it would help. 

Mr. Mircenernt. Read it. Go ahead. 

Mr. SrakeM. This is headed, “Memorandum of conversation on 
August 22, 1951.” 

Mr. Mircnent.t. What is its date? 

Mr. Sraxem. It has no date except that Mr. Greene transmitted a 
copy to Judge Staley on August 31, so I would take it that it was 
dated sometime between the 22d and the 31st. 

Mr. Mircuert. Please read it. 

Mr. Srakem (reading) : 

Memorandum of conference, August 22, 1951, between Mr. Newbold Morris, 
representing China International Foundation, Inc., and Messrs. Stakem and 
Greene, of the Maritime Administration. 

Mr. Morris stated that he was interested in trying to clear up the clouded 


situ tion affecting the steamship Meacham, which is now under contract of sale to 
Charles Kurz. 

Mr. Morris pointed out that prior to the acquisition of the vessel he had gotten 
an opinion from Mr. Goertner that United Tankers was a citizen within the 
meaning of section 2 of the Shipping Act of 1916. He further stated that although 
he had not discussed the problem with Judge Staley, he had had a meeting with 
Judson Bowles of the Department of Justice. 
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After several statements by Mr. Morris about the good faith of himself and 
the other trustees of China International Foundation, Inc, we reached the 
question of citizenship of the various affiliated corporations. We stated that we 
could not discuss in any way the citizenship of these corporations without par 
ticipation of representatives of the Department of Justice with whom the matter 
now rests. 

Mr. Morris stated that he did not expect any immediate anwer but that he 
hopes we will do whatever we can to facilitate quick action by the Department 
of Justice to clear up the possibility of forfeiture of the S. S. Meacham as soon 
as possible. 

We told Mr. Morris that we would do everything we could fully to present 
the facts and our views to the Department of Justice in order that it could have 
in hand as soon as possible, the necessary basis for whatever decision it should 
think proper in the circumstances. 

Mr. Mircuett. Is that the end of the memorandum ? 

Mr. Stakem. Signed by Francis T. Greene, deputy general counsel. 

Mr. Mircuett. Now with respect to the man Judson Bowles men- 
tioned in that memorandum, in what division of the Department of 
Justice is he employed ? 

Mr. Sraxem. My understanding is that he was in the Criminal 
Division. 

Mr. Mircneti. Have you a similar memorandum concerning the 
second conference in which you participated ¢ 

Mr. Srakem. Not the November 21 conference. That was in the 
office of Dickerman Williams, the Solicitor of Commerce, and I made 
no memorandum and I do not think he did. 

Mr. Mircuety. Does that represent your recollection of what ac- 
tually happened at that meeting? 

Mr. Srakem. Yes. 

Mr. Mircuety. I would like to suspend this witness while we 
go into some other witnesses who are connected in this series of trans- 
actions, if I may, Mr. Chairman. 

Mr. Rogers. May I ask this witness some questions ? 

Mr. Cuetr. I would like to say this for the members of the com- 
mittee. We have a number of witnesses scheduled for appearance this 
morning and if it is humanly possible, gentlemen, let us try to keep 
our questions to a minimum. 

Yes, I will recognize the members of the committee to ask questions. 

Please, gentlemen, let us confine it as much as we can and reduce it 
to a minimum so that we may proceed. 

Go right ahead. 

Mr. Rogers. Do I understand you were with the Maritime Commis- 
sion during the years 1947-48? 

Mr. Srakem. Yes, sir. 

Mr. Rogers. And during that period of time and since, you have 
had occasion to look at all the correspondence in connection with 
these tanker sales ? 

Mr. Stake. Yes, sir. I say I hope I have looked at them all. 

Mr. Rogers. Did you at any time find any correspondence from the 
chairman of the Maritime Committee of the House, to the Maritime 
Commission protesting these sales ? 

Mr. Srakem. Do you mean of the Merchant Marine and Fisheries 
Committee ¢ 

Mr. Rocers. Yes. 

Mr. Sraxem. Yes; there is such a letter. 

Mr. Rocers. Do you know the date of that letter? 
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Mr. Staxem. That letter is dated January 29, 1948. 

Mr. Rogers. Was that before or after the sales were made to Newbold 
Morris’ company ? 

Mr. Sraxem. I think that was before the final delivery of the ves 
sels but after the contract had been entered into. 

Mr. Rocers. Do you know whether or not the Maritime Commis 
sion took any action after that letter was received from the chairman 
of the committee ? 

Mr. Sraxem. I would like to say this about the letter, that it has 
only within the last 2 weeks come to my attention down at the Mari 
time Commission. It was not filed in its proper place. 

Mr. Rogers. Where was it? 

Mr. Sraxrm. But to answer your question specifically, there is a 
notation on the second page of the letter which makes it appear that 
Mr. Skinner, now deceased, who was then the general counsel of the 
Maritime Commission, discussed this letter with Willis Bradley. Do 
you want his comments ? 

Mr. Rogers. Do you say that letter was not in the files at all? 

Mr. Sraxem. It was not in the files that pertained to either the 
American Overseas Tanker Corp. or in the files pertaining to United 
Tanker Corp. 

Mr. Rocrers. Have you any explanation of why it was not in the 
files? 

Mr. Sraxem. I have been seeking that explanation. It was con- 
tained in some miscellaneous papers. 

Mr. Rocers. It was contained where? 

Mr. Staxem. It was found in some miscellaneous papers that ap- 
parently were turned in for filing. I do not know who turned them in. 

Mr. Rogers. Is there anything i in the file reflecting whether or not 
the members of the Maritime Commission ever had any knowledge 
of that letter? 

Mr. Sraxem. On the face of this letter there appears the notation, 
“Copies to all Commissioners, and to Mr. Skinner.” Mr. Skinner, 
again, being the general counsel. 

Mr. Rocers. Was there an opinion secured from the general coun- 
sel of the Maritime Commission, that these contracts were valid and 
met the requirements of the law ? 

Mr. Straxem. I can read what Mr. Skinner wrote on the letter. 
There is no opinion other than that contained in this letter. 

Mr. Rogers. You made some reference in your testimony of an 
opinion secured 

Mr. Staxem. That was by Mr. Goertner. 

Mr. Rogers. Who is Mr. Goertner? 

Mr. Sraxem. Mr. Goertner was assistant to Mr. Skinner and he 
became the general counsel of the Maritime Commission upon the 
death of Mr. Skinner. 

Mr. Rocers. When was that opinion given; do you know? 

Mr. Straxem. February 3, 1948. 

Mr. Rocers. February 3, 1948. That was after this letter was re- 
ceived in the Commission’s office ? 

Mr. Sraxem. Yes, sir. 

Mr. Rocers. All the evidence indicates that the Commission had 
full knowledge of this transaction ? 
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Mr. Staxem. If we can believe that this letter from Congressman 
Bradley went to the Commissioners as routed, then I certs inly sub- 
scribe to the opinion that they had knowledge. 

Mr. Rocers. If anybody had given out ‘information that they did 
not have knowledge, that would be incorrect. 

Mr. Stake. Yes, sir. 

Mr. Rocers. Now you testified about an opinion, Was any opinion 
received from the Justice Department, or is that required in those 
sales? 

Mr. Stake. It is not required, Congressman. 

Mr. Rocers. And in your discussion with the Justice Department, 
did you ever discuss the opinion that had been issued by the Maritime 
Commission, or Administration ? 

Mr. Sraxem. Yes; I transmitted a copy of Mr. Goertner’s opinion 
with the report. 

Mr. Rocers. Have you ever transmitted to the Justice Department 
a copy of the letter you got from Mr. Bradley who was chairman of 
the committee ? 

Mr. Sraxem. As soon as this letter came to my attention, Con- 
gressman, I immediately sent it over to the Department of Justice 
and I also sent it to the staff investigator, assistant counsel to the 
Senate Subcommittee on Investigations that held hearings on this 
matter. 

Mr. Rogers. How long ago was that? 

Mr. Sraxem. As I say, this came to my attention within the last 
2 weeks. 

Mr. Rocers. Then it was not in the files that you originally trans- 
mitted to the Justice Department in the month of June 1951? 

Mr. Staxem. That is right, it was not. 

Mr. Rogers. It has only been within the last 2 weeks? 

Mr. Staxem. One of the officials of the Maritime Commission called 
the letter to my attention and I immediafely instituted a file search 
to find the original, which I found. 

Mr. Rogers. That is one of the members of the Maritime Com- 
mission ? ‘ 

Mr. Stakem. No; one of the staff members had a photostatic copy, 
and he brought it to my attention just recently and I immediately 
started an inquiry to find the original. I found it, as I say, in 
some miscellaneous papers that had ‘been turned in to the general files 
for filing and it had not been filed. I take it that it must have been 
in one of the offices and just recently turned in. 

Mr. Rogers. Do you have-any information as to how many photo- 
static copies of that letter may have been made? 

Mr. Sraxem. If I were to go by the routing slip, Congressman, 
I would say that the chairman, each of the Commissioners—there 
were five—that would be six, Mr. Skinner would be seven, and Mr. 
Morris, who was the interdepartmental liaison, sort of assistant to 
the chairman. He had one, too. 

Mr. Rocers. No reference was made to that letter when the opinion 
was given that these transactions were bona fide? 

Mr. Straxem. No, sir. 

Mr. Rocrrs. Do you have any idea as to why that letter did not 
get into these main files that you transmitted to the Department of 

ustice ¢ 
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Mr. Sraxem. I have just recently asked that all of the files be 
checked again to determine whether each of the Commissioners re- 
ceived a copy. I do not know why the original was not in the place 
where it should have been. The only answer is that Mr. Skinner 
must have held it in his office and it later was sent to the file with 
a lot of other papers. That is only a guess; I do not know. 

Mr. Rogers. After you had found this letter, did you go to any of 
the Commissioners’ files to see whether or not a copy of that letter 
was in their files? 

Mr. Sraxem. There are no longer any Commissioners who were 
there at the time, at the Maritime Administration, and I have asked 
the general files to review all the papers turned in by each of the 
Commissioners to see if the photostatic copy is among them. 

Mr. Rocers. That review has not been completed ¢ 

Mr. Sraxem. That is right. 

Mr. Rogers. How long do you think it may take to complete it # 

Mr. Sraxem. I would not want to hazard a guess. It is a matter 
of days. 

Mr. Rocers. Could you leave a copy of that letter with the com 
mittee ? 

Mr. Srakem. Yes. 

Mr. Rogers. I have no further questions. 

Mr. Cuevr. Are there any other questions? 

Mr. Krarinc. You mentioned that you had several conferences 
with Mr. Krouse between October 2 and February 1. 

Mr. Sraxem. Yes. 

Mr. Keattnc. Do you have the dates of those conferences? 

Mr. Sraxem. No: I do not, Congressman Keating, because we had 
so many that it would be pretty hard to keep track of them. 

Mr. Keratine. And Mr. Krouse was in the Criminal Division of the 
Justice Department ? 

Mr. Straxem. Yes, sit 

Mr. Kearina. You did not keep a memorandum on the conferences ? 

Mr. Straxem. No; I did not. 

Mr. Keatinc. Do you have a memo on the July 15, 1951, confer- 
ence, similar to the one which you read ? 

Mr. Staxem. July 23. Yes. I have a conference memorandum on 
that. 

Mr. Keatine. July 23? 

Mr. Sraxem. Yes. 

Mr. Kearrna. Is it long? 

Mr. Sraxem. Two and a quarter pages, Congressman. 

Mr. Cuexr. I think in fairness it should be read, if you do not mind, 
please, sir. 

Mr. Srakem (reading) : 

July 23, 1951. Conference memorandum re investigative file 704, the China 
International Foundation, Inc., United Tanker Corp., and affiliated and sub- 
sidiary corporations. Investigative file 707. United States Petroleum Car- 
riers, Inc.—— 

Mr. Keratine. I might say we are not interested in that 707 and the 
others. Perhaps you ‘couk 1 go right into the body of it. 

Mr. Mrrcuete. Who wrote it? 

Mr. Staxem. This is a conference memorandum signed by Francis 
T. Greene, then deputy general counsel, Maritime Administration. 
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The conference started with some general discussion during the course of 
which Judge Staley made several pointed references to the fact that he could 
express no opinion and form no judgment until he received the answers to his 
letter of July 12, 1951. 

Following a general discussion, Mr. Klausner stated the essential facts of the 
North American situation emphasizing that through the medium of North Amer 
ican, Niarchos, and CIV 


Mr. Kratine. Where does the memorandum refer to transactions 
about which we have been questioning you, those in which we would 
be interested ? 

Mr. StakeM. Very well. [| Reading: | 


Following discussions of the North American case, Mr. Grigsby stated that 
Newbold Morris and Mr. Linfest, of China International Foundation, had been 
in to see him last week and had told him that the Administration knew all 
about the China International set-up and had fully informed the old Commis 
sion at the time of the transactions involved 

Mr. Klausner then stated the basic facts of the China picture, pointing out 
that China Trading and Industrial Development Corp. had pursued an admitted 
policy of going around and buying up applicatons by citizens for the purchase 
of tankers. 

Mr. Klausner illustrated in the case of National Tankers, how the Chinese 
group had financed National’s purchase of tankers under a prearranged scheme, 
whereby the China group obtained not only a bare-boat charter on the tankers 
involved but also option to purchase the stock of National Tankers from the 
Casey interests. 

It was recognized that the sales by the Casey and other interests to the Chinese 
groups would appear to be more clear-cut violations of section 9 of the Shipping 
Act than were involved in the case of direct purchases from the Commission. 

Although the cases were discussed quite exhaustively, no conclusions were 
reached except that the Administration would press forward as rapidly as 
possible completion of the memorandum of law now in progress, and that these 
memorandums should definitely point out and analyze all violations of law 
which we believe to exist. Signed Francis T. Greene. 

Mr. Krarine. Now what was that meeting? 

Mr. Srakem. A meeting between the Maritime officials and the 
Department of Justice. 

Mr. Keattna. Perhaps I misunderstood you. You said Mr. Morris 
had a conference at which you were not present on Julv 15. 1951. 

Mr. Strakem. That was July 17, Congressman, and it was held in the 
office of Mr. Kirsch. 

Mr. KEATING. That is the conference to which I had reference. Do 
you have any memo of that one similar to the one you read just before / 

Mr. Stakem. Mr. Kirsch may have kept a memorandum in his read 
ing file. I do not believe I have it here. 

Mr. Cuetr. Thank you, Mr. Stakem. If you would stand by for 
the time being, we would like to call Mr. Grigsby, please. Is Mr: 
Grigsby in the room ? 

Mr. Cuetr. Do you solemnly swear that the statements you are 
about to make on this occasion will be the truth, the whole truth, and 
nothing but the truth, so help you God ?¢ 

Mr. Gricssy. I do. 


TESTIMONY OF JOHN T. GRIGSBY, TRIAL ATTORNEY, DEPARTMENT 
OF JUSTICE 


Mr. Mircuety. Please state your name. 

Mr. Gricspy. John T. Grigsby, trial attorney in the Department of 
Justice. 

Mr. Mircueti. What division are you in? 
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Mr. Grigssy. The Criminal Division. 

Mr, Mitcur.x. Have you been there for a long time? 

Mr. Gricssy. Since 1944. 

Mr. Mrrcueti. Have you had anything to do with Newbold Morris 
in the course of your official duties ¢ 

Mr. Griespy. Yes. 

Mr. Mircnett. When did you first see him ? 

Mr. Gricspy. It was the week preceding July 23,1951. I think Mr 
Staken probably stated the correct date. 

Mr. Mrrcuett. Where did you see him ? 

Mr. Griespy. In Mr. Strine’s office, in the Criminal Division, in the 
Department of Justice Building. 

Mr. Mircueti. Is Mr. Strine your associate? 

Mr. Gricssy. He is my boss. He is next above me. 

Mr. Mircneti. You both spoke to Mr. Morris at that time? 

Mr. Griessy. Mr. Strine was not present at that meeting. 

Mr. Mircneti. Just you and Mr. Morris? 

Mr. Griessy. Mr. Morris, Mr. Bowles, Mr. Wasson. 

Mr. Mircuety. That is Mr. Morris’ partner ? 

Mr. Griassy. Yes. 

Mr. Mircueit. Was Mr. Linfest there? 

Mr. Griespy. I think that is right. 

Mr. Mircueny. Tell us as best you can recall the subject of your 
conversations with Mr. Morris at that time? 

Mr. Gricssy. It was in regard to a ship, or ships, to which there 
was some question, or cloud on the title, on account of probable viola- 
tions of the Shipping Act. 

Mr. Morris explained the situation as to how this might have come 
about. When he had finished his explanation and the other gentle- 
men present had engaged in the conversation, we told him that there 
was nothing we could do about it. The first reason was that we were 
in the Criminal Division and we would not have anything to do with 
any libel or civil action against the ship. Finally, I think he asked 
us what to do and I think Mr. Bowles suggested that he might write 
a letter to the Department and expiain his side of the story. 

Mr. Mrrcnetyi. Did he do that? 

Mr. Griaspy. Yes, sir. 

Mr. Mircue.t. Did it come to the Criminal Division? 

Mr. Grigsry. It was addressed to Mr. Bowles, I think, but it did 
come to the Criminal Division. 

Mr. Mircue.t. What was the date of that letter, sir? Mr. Morris’ 
letter. 

Mr. Griespy. I do not know. It was shortly after this conference. 

Mr. Mrrcnevt. And this conference was about July 17, 1951. 

Mr. Griessy. That would be about right. 

Mr. Mircue.t. Did that letter relate to the question of violation 
of criminal statutes of the United States? 

Mr. Gricgspy. I never read the letter. 

Mr. Mrirene.y. In that conference you were talking about, was 
there a discussion of the possible violation by Mr. Morris and his 
associates and companies, of the criminal statutes of the United States? 

Mr. Griespy. No. 

Mr. Mircue... The discussion was related to the civil proceeding, 
only? 
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Mr. Gricspy. It was related to the facts. Mr. Stakem explained 
the facts; and, as I remember, he told us that he had kept the Maritime 
Commission fully advised of these different transactions involving 
these ships. There was no discussion as to what law was violated, 
except that he had come to us because he had heard that there was some 
question on the titles of the ships with respect to violations of the Ship- 
ping Act. 

Mr. Mircuetn. You told him he should go to the Civil Division or 
the Claims Division ? 

Mr. Griessy. I think that is right, sir. 

Mr. Mrrcneti. Was there any claim on his part as to why the 
Criminal Division had any part in this matter? 

Mr. Griassy. No. He did not ask us about that. 

Mr. Mrreneuy. Did you tell him anything about it, what you were 
doing in the matter? 

Mr. Griessy. No. 

Mr. Mircnetn. Was it clear to the parties there that you were 
interested in the same ships, the same companies and the same 1 og ? 
Mr. Griespy. Well, up to that time, I personally had not made ¢ 
particular study of these shipping cases, and when Mr. Morris came 
into the office on that day my impression is that this was the first 

information I had in regard to any details of this. 

Mr. Mircue.i. The file had just come to you, had it not, Mr. 
Grigsby ? 

Mr. Griessy. It had probably been there a week, but I had not done 
anything about it. 

Mr. Mrrenewi. Had anybody else as far as you know ¢ 

Mr. Griessy. I think probably Mr. Bowles had. 

Mr. Mrrcneti. Mr. Bowles was there? 

Mr. Griaspy. Yes. 

Mr. Mircuenti. And Mr. Bowles is here this morning? 

Mr. Gricspy. Yes, sir. 

Mr. Mrrcnetxi. At that time were you aware of any instructions 
to you or to your people in the C riminal Division as to proceeding 
on this matter, or inquir ing into it? 

Mr. Griaspy. Only because of the fact that the file was sent up to 
our unit. 

Mr. Mrrcnetn. Was there a letter of instructions on that file? 

Mr. Griessy. I did not read it. 

Mr. Mircuett. Do you know whether there was one? 

Mr. Griaspy. No; I do not. 

Mr. Mrrcneti. Do you know who sent it to you? 

Mr. Gricssy. Well, no; only it probably came to us in the usual 
course of business of the Department. 

Mr. Mrircnett. And you knew at that same time that the same 
subject matter, as to its civil aspects, was under study in the Claims 
Division ? 

Mr. Gricspy. Yes. About that time I knew that. 

Mr. Keatina. Who called this conference? Who told you about 
the conference ? 

Mr. Griessy. With Mr. Morris? 

Mr. Keatrne. Yes. 

Mr. Griessy. That was a rather peculiar cireumstance. I was down 
in Mr. Strine’s office. I was working down there, and Mr. O’Brien, 
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one of the attorneys in the Department, brought Mr. Morris and these 
other gentlemen into the oftice. 

Mr. Kearinc. Now, Mr. O’Brien, he is in the Criminal Division? 

Mr. Gricssy. Yes, 

Mr. Kearine. Mr. O’Brien brought Mr. Morris into the office of Mr. 
Strine, who is your immediate superior, in another section of the 
Criminal Division ? 

Mr. Gricssy. That is right. Well, he is in the same section as I 
am and he is my superior. 

Mr. Kearinc. What is Mr. O’Brien’s function ? 

Mr. Gricspy. He is in the Fraud Section. 

Mr. Keatina. Is he the Chief of the Fraud Section ? 

Mr. Gricssy. Yes. 

Mr. Keating. And he brought Mr. Morris into the office of Mr. 
Strine and you were there ¢ 

Mr. Gricsspy. Yes, sir. 

Mr. Keatine. And you figure that is the reason that you stayed on 
as a part of this conference ¢ 

Mr. Grigspy. Well, I was assigned to carry on Mr. Strine’s duties 
at that time. 

Mr. Kearinc. Mr. Strine was away at the time, and you were acting 
for him ? 

Mr. Griespy. I was acting in Mr. Strine’s place at that time, and 
that is how they happened to bring him in to talk to me. 

Mr. Kearine. I see. You were occupying that office. 

Mr. Gricssy. Yes. 

Mr. Ka ATING. Then you called Mr. Bowles? 

Mr. Griaspy. Yes. 

Mr. Mrrenett. Do you know how Mr. Morris happened to get to 
Mr. O’Brien ? 

Mr. Gricspy. No: I do not. 

Mr. Mrrcneiti. There was no previous notice ? 

Mr. Gricssy. They just came in there at about 4 o’clock in the after- 
noon, you might say, out of a clear sky. 

Mr. Mrrcnenn. Thank you. 

Mr. CHELF. Th: unk you, Mr. Grigsby. 

Mr. Judson Bowles. 

Mr. Bowles, do you solemnly swear the statements you are about to 
make on this occasion will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Bowtes. I do. 

Mr. Cueir. Will you state your full name and official position with 
the Departme nt, ple ase, for the record. 


TESTIMONY OF JUDSON WARREN BOWLES, ATTORNEY, CRIMINAL 
DIVISION, DEPARTMENT OF JUSTICE 


Mr. Bowues. Judson Warren Bowles. I am an attorney in the 
Criminal Division of the Department of Justice. 

Mr. Mircuety.. With respect to the month of July 1951, did you 
meet Mr. Newbold Morris? 

Mr. Bowtes. Yes, sir. 

Mr. Mrirene cy. Was that the first time you ever met him ? 

Mr. Bow es. Yes, sir. 
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Mr. Mircuevy. Are the circumstances of the meeting those to which 
Mr. Grigsby has just testified ? 

Mr. Bow tes. That is right. 

Mr. Mitrcueti. Do you recall whether at that conference there was 
a discussion of the reason for the Criminal Division of the Depart- 
ment of Justice activity in the matter? 

Mr. Bowtes. I do not remember any particular discussion in that 
regard. 

Mr. Mircnenit. Did you have a file on the China International, and 
the Morris matter, in your hands at that time? 

Mr. Bowtes. Do you mean during that conference? 

Mr. Mircuet. Yes, sir. 

Mr. Bowtes. I am not sure whether I had the file with me or not. 

Mr. Mrrenewi. Did you receive it somewhat before or after that 
conference ? 

Mr. Bowtes. Yes; I did. 

Mr. Mircuety.. Before or after? 

Mr. Bow es. Before. 

Mr. Mircuet,. And was there any memorandum on it, telling you 
to do something ? 

Mr. Bow es. No, sir. 

Mr. Mircne y. It was just a routing slip? 

Mr. Bow ss. It was not even that. 

Mr. Mircuerit. What did you understand was the reason for hav- 
ing that file set into your hands? ; 

Mr. Bow.es. Well, I think it came to me inasmuch as it appeared 
on the surface of it that the Shipping Act was involved and usually 
when something involves shipping, as far as the Criminal —— 
is concerned, it ultimately finds its way to me as a matter of tine. 

Mr. Mitrcue.. Was it your state of mind that you had a duty to per- 
form in connection with that file? 

Mr. Bow es. Yes. 

Mr. Mircnent. And what was that duty? 

Mr. Bowtes. My duty would be to review the documents that came 
to me and determine what, if anything, the Criminal Division should 
do about it. 

Mr. Mircuevtt. And you had not done that at the time Mr. Morris 
had arrived ¢ 

Mr. Bowtes. Well, I had looked at the file that existed at that time. 
I would not say I had given it a careful, thorough review but I had 
looked it over sufficiently to be familiar generally with what the 
matter was all about. 

Mr. Mircuety. You had not reached a conclusion ? 

Mr. Bow es. No, sir. 

Mr. Mircueii. You have not yet, have you 4 

Mr. Bow tes. No. sir. 

Mr. Mircuextz. Did you have any further conferences with Mr. 
Morris 

Mr. Bowes. No, sir. 

Mr. Mircne i. Did you ever have any conference about that matter 
with Mr. Peyton Ford ¢ 

Mr. Bow tes. Yes, sir. 

Mr. Mircnetyt. When? 
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Mr. Bow es. I would say that it was sometime in the first part of 
August 1951. 

Mr. Cuetr. That was during the time he was Deputy Attorney 
General—Mr. Ford ¢ 

Mr. Bowtes. Yes. 

Mr. Mirciiety. Where was that conference? 

Mr. Bow.ers. In Mr. Ford’s office. 

Mr. Mrrcueni. Who else was there? 

Mr. Bow es. No one. 

Mr. Mrrcne tt. What was said? 

Mr. Bow.es. Mr. Ford asked me generally what the matter was 
about and I told him generally the legal aspects of it. At that time 
I had only seen and had the letter from Secretary of Commerce Saw- 
yer, and I believe four enclosures to it, plus a letter from Mr. Wasson. 

Mr. Mircueiy. That is, you had seen only those papers or he had ? 

Mr. Bowres. I had. I do not think Mr. Ford had seen any of them. 

Mr. Mrrenewy. Go right ahead. 

Mr. bow ers. I told Mr. Ford briefly the legal aspects of the matter, 
insofar as I knew at that time. 

Mr. Mrrceneti. What did he say? 

Mr. Bowxes. Well, he did not say very much. He just asked me 
to tell him what it was all about and I did. 

Mr. Mrrcueiy. Did you understand those inquiries were made by 
Mr. Ford in the course of his official duties as Deputy Attorney Gen- 
eral ? 

Mr. Bowtes. Well, I did not know why he was asking me about it. 
He did not tell me. 

Mr. Mrrcneitt. Did you know at that time that he was about to 
resign ¢ 

Mr. Bow tes. I did not know it until I was about to leave his office. 
That was about the time that I had first heard the rumors that he 
might be leaving. I did ask him at that time, at the end of that brief 
session, Whether there was any truth to them and he said that there 
was. 

Mr. Mircneti. Was there any suggestion in that conference that 
this discussion related to activities he was contemplating after his 
resignation ¢ 

Mr. Bow es. No, sir. 

Mr. Mrrcneti. Was there any conversation with respect to his ac- 
quaintanceship with Mr. Newbold Morris? 

Mr. Bow.ers. I do not think I quite understand that. 

Mr. Mircuens.. Did Mr. Ford say anything at all in that conference 
about any knowledge or acquaintanceship he may have had with Mr. 
Newbold Morris? 

Mr. Bowtes. I believe that he said he knew Mr. Newbold Morris. 

Mr. Mircueny. Did he say that he had some family relationship 
with him ¢ 

Mr. Bowes. Well, I do not recall that he said that. 

Mr. Mrrene ti. Did he make any reference to Mr. Morris’ activities, 
political or professional ¢ 

Mr. Bowtes. I am reasonably sure he did not say anything about 
anything political. 

Mr. Mrrcnetit. What did he say with respect to Newbold Morris? 
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Mr. Bowes. Well, as I say, he did not say much of anything. He 
just asked me to tell him and I told him. 

Mr. Mircueti. As I understood it, and I am not testifying for 
you, you got the impression that he did know Mr. Newbold Morris? 

Mr. Bowtes. Yes. 

Mr. Mircue.ti. How did you get that impression? Did he say 
anything about it? 

Mr. Bowes. He may have asked me how Mr. Morris fitted into 
this picture of this matter that I had at that time. 

Mr. Mircuetu. Did he ask the same questions about the late Edward 
Stettinius ¢ 

Mr. Bow es. I do not recall that he did. 

Mr. Mircnext. Did he make any similar inquiry about Admiral 
Halsey ? 

Mr. Bow es. Not that I recall. 

Mr. Mitrcuen,. Those were people who were involved in these 
transactions, were they not, just as Mr. Morris’ name was? 

Mr. Bowtgs. As I remember, they were members of the board of 
directors, or stockholders—I forget just which—in one or more of 
the many corporations involved in the over-all picture. 

Mr. Mircnetyt. Did Mr. Ford make any inquiries about persons 
other than Mr. Morris of the same nature that he made about Mr. 
Morris? 

Mr. Bowtes. I do not believe that he did, unless probably it was 
Mr. Morris’ law firm and Mr. Wasson. 

Mr. Mrrcuetui. Did you hear again from Mr. Peyton Ford, after 
that July 1951 conference? 

Mr. Bow es. No, sir. 

Mr. Mircuetu. To your knowledge did anybody in the Department 
of Justice confer with Mr. Peyton Ford about the matter after that 
date ? 

Mr. Bow.es. Not to my knowledge. 

Mr. Cuetr. As I understand it Mr. Ford called you into his office 
to discuss this matter? You did not go to him voluntarily. 

Mr. Bow es. I received a telephone call, as I remember, from his 
secretary asking me to come right up to see Mr. Ford. 

Mr. Cuetr. How long would you say you were in conference with 
him in his office? 

Mr. Bowtes. I would say 10, maybe 15 minutes, approximately. 

Mr. Cuetr. Did he appear to be satisfied with the presentation you 
made to him of the matter as it existed at that time ? 

Mr. Bow tes. I certainly had no reason to believe otherwise. He 
asked me a few questions, to tell him generally about that matter, 
which I did, and that is about all there was to it. 

Mr. Mitcuety. Now, with respect to Mr. Morris, your conferences 
with him, did you have any more conferences after the July visit 
that you and Mr. Grigsby have testified about ? 

Mr. Bowzes. I had no other conference at which Mr. Morris was 
present. 

Mr. Mircue.t. I think that is all. 

Mr. Cuetr. Mr. Rogers? 

Mr. Rogers. You often discussed a lot of your cases with your 
superiors; did you not? 

Mr. Bowes. Yes, sir. 
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Mr. Rogers. There is nothing unusual about their calling you in and 
asking about cases ? 

Mr. Bow es. No, sit 

Mr. Rocrers. A number of times you have been asked about cases 
that you worked on? 

Mr. Bowes. That is right. 

Mr. Mircuets. There is one other question. Do you recall the 
letter written by Mr. Morris to which Mr. Grigsby referred / 

Mr. Bow tes. I do. 

Mr. Mrrene .. Have you seen that letter? 

Mr. Bow res. Yes, sir. 

Mr. Mircueryi. Do you have it with you? 

Mr. Bowes. No, sir. 

Mr. Mrrcnexy. Did that relate to matters under your study in the 
Criminal Division ¢ 

Mr. Bow es. Yes, sir. That was the result of the conference, the 
letter that he wrote us. Actually the letter was signed by Mr. Wasson. 

Mr. Mircnuett. Would you say, Mr. Bowles, Mr. Wasson had ac 
tually described it as an explanation of Mr. Morris’ position in the 
matter / 

Mr. Bowirs. That Mr. Wasson had, you mean? 

Mr. Mrreneti. That Mr. Wasson had written it? 

Mr. Bowxes. They explained to us what they apparently thought 
was their view of this situation. They were apparently trying to clear 
the title on the Meacham, and we suggested to the three gentlemen that 

they reduce what they had to say in writing, and include in it anything 
that they wished the Departme nt of Justice to give consideration to. 

Mr. Mircnern. Was anything said in that letter with respect to 
the possibility of the existence of facts upon which a criminal charge 
vould be based ? 

Mr. Bowes. I do not recall that there was. My recollection of the 
letter was that he just generally told us the picture of the case as he 
saw it. His object was to get the AZeacham cleared, as I understood 
it, and I do not believe that he stated anything of that nature, anything 
criminal, 

Mr. Mircnecy. At any later time have you had conferences with 
representatives of Mr. Morris as to the criminal aspects of the matter ? 

Mr. Bow.es. Any representatives of Mr. Morris? 

Mr. Mrrcnens. Attorneys or any persons coming to see you about 
it ? 

Mr. Bow gs. I do not recall. The only person that I recall who had 
anything to do with it in that connection was a Mr. Leslie Krusen. 

Mr. Mitcueii. How do you spell that name? 

Mr. Bow es. I believe he spelled it “K-r-u-s-e-n,” but I could not 
be sure about it. 

Mr. Mircuetit. Whom did he represent ? 

Mr. Bowes. He represented this shipping concern in Philadelphia, 
which apparently had a contract to buy the Meacham. 

Mr. Mircuens. Was the inquiry made with respect to the possible 
charges against Mr. Morris or his company of criminal statutes? 

Mr. Bow zs. No, sir, I do not believe so. He told me his client had 
a contract to buy this ship and he said there may be some question 
on the title of the ship. That was his concern. 
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Mr. Mircuein. You continued with your responsibility on that case 
until along in September, did you not ? 

Mr. Bowtes. Well, I think until just about after Labor Day. 

Mr. Mircuety. Were you relieved by Mr, Allen Krouse ¢ 

Mr. Bowtes. I was. 

Mr. Mircuety, And then you were put on other cases 

Mr. Bowes. Well, | have other cases in a general assignment and it 
became obvious that I could not carry out my general assignment and 
devote any time to speak of to that case too. It was too involved and 
complicated and it appeared that it would require the full time of at 
least one attorney to properly analyze that case. 

Mr. Mircueni. When, if at all, did you report to Mr. James Me- 
Inerney concerning these cases / 

Mr. Bowtes. I do not think I ever did. 

Mr. Mircuety. Did you ever report to any of your superior officers— 
I use that term—in the Department of Justice other than Mr. Peyton 
Ford? 

Mr. Bowtes. Mr. Grigsby was Acting Chief of our Section. In the 
absence of Mr. Strine, of course, I discussed it with him on a number 
of occasions and I also discussed it with Mr. Strine on a number of 
occasions. 

Mr. Mrrcneity. You give full time to your duties at the Department 
of Justice, do you not, sir? It occupies ‘all your time, does it not ? 

Mr. Bowtes. I am employed full time in the Criminal Division of 
the Department of Justice; yes. 

Mr. Mrrcneiu. Do you have any private clients as a lawyer outside 
of those duties? 

Mr. Bowes. Not since I have been with the Department. 

Mr. Cuetr. Right along the lines Mr. Rogers was asking about a 
while ago, it is not uncommon, of course, for you to be called in by 
your superiors to discuss a given case, but is it true or not that a su- 
perior would know and discuss a personality involved as I understand 
he did on this particular occasion with regard to Mr. Morris? 

Mr. Bowes. Who do you mean by “he’’¢ 

Mr. Cuetr. You stated a while ago that it was not an unusual thing 
for Mr. Ford or any of your superiors within the Department, for that 
matter, to call you in to discuss with you a given case, but would it be 
frequent or infrequent that in the discussion of the case he would 
indicate to you whether or not he knew the particular person involved 
and indicate also that there was some tie of friendship, knowledge or 
acquaintance? Would that be often? 

Mr. Bowes. Well, I do not recall that it was often that some 
superior called me in and told me he was personally acquainted with 
somebody who had an interest in any matter. It could have happened. 
If those facts existed in connection with a particular case, it may have. 

Mr. Keating. Do you ever recall it happening with regard to any 
case occurring before, except this one? 

Mr. Bowes. W ell, I do not recall it off-hand, but that does not 
mean that possibly it ‘could not have happened. 

Mr. Keatina. This conversation with him was during the first week 
of August 1951? 

Mr. Bowtes. My recollection is that it was the first part of August. 
Whether it was the first week I could not be sure. 

Mr. Keatine. When did he resign as Deputy Attorney General, 
do you remember ? 
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Mr. Bowes. As I remember it was September 1 or thereabouts, 1951. 

Mr. Keatine. Thank you. 

Mr. Roptno. How long had it been from the time you had the file 
that you first talked to Mr. Ford? 

Mr. Bow tes. I believe I first got that file, which was the letter from 
the Secretary of Commerce and its enclosures, on about the 9th day of 
July, which was a Monday, and it could have been the preceding 
Friday. I had that file just a few days—in fact, for about a day or 
so—when Mr. Krusen came in and I sent him up to see Judge Staley. 
I also sent the file up to Judge Staley. 

Mr. Roprno. In your discussion with Mr. Ford, did you say you 
had come to any conclusion in your review of the file? 

Mr. Bowurs. No; I had reached no conclusion. 

Mr. Ropino. No opinion ? 

Mr. Bow.es. Only what statutes were possibly involved. I onl 
had a general knowledge. I had only preliminarily looked through 
that file and had not gone into any detail or done any steady work on it. 
I just had a general knowledge of the picture and what may possibly 
be involved. 

Mr. Roptno. Whenever there is some violation of the shipping 
statute, or the Shipping Act, you would be the first person they would 
go to because those cases normally come to you; is that right? 

Mr. Bowes. That is right. 

Mr. Curtr. Did you indicate to Mr. Ford during the conversation 
what you thought or felt about the case, or did you get that far? Did 
you make any recommendation or statement that would indicate 
whether there was a possible violation of the law, or whether there 
was not? 

Mr. Bow ers. I did mention to Mr. Ford the statutes involved and 
that we had the matter down in the Criminal Division to determine 
whether there was a violation of any criminal statute. 

Mr. Cuetr. You did not indicate, as I understand you, at that time 
whether there was or was not? 

Mr. Bow tes. No, sir; I did not. 

Mr. Cueir. Thank you very much, Mr. Bowles. 

Is Mr. Strine here, please ? 

Do you solemnly swear that the statements you are about to make on 
this occasion will be the truth, the whole truth, and nothing but the 
truth, so help you God ¢ 

Mr. Srrine. I do. 


TESTIMONY OF FRED E. STRINE, CHIEF, ADMINISTRATIVE REG- 
ULATIONS SECTION, CRIMINAL DIVISION, DEPARTMENT OF 
JUSTICE 


Mr. Mitcnety. Mr. Strine, state your full name and official capacity 
for the record. 

Mr. Srrine. Fred E. Strine, Chief of the Administrative Regula- 
tions Section, Criminal Division, Department of Justice. 

Mr. Mircnuety. Mr. Strine, Mr. Grigsby, and Mr. Bowles work in 
your Department ? 

Mr. Srrine. Yes, sir. 

Mr. Mrrcneti. Did you have any conferences with Mr. Peyton Ford 
concerning the Newbold Morris transactions? 
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Mr. Srrine. I never did. 

Mr. Mircuety. Did you have any with Mr. McInerney ? 

Mr. Srrine. I talked to Mr. McInerney on occasions; yes. 

Mr. Mrrcuett. That was in the course of your offici: ul ‘duties, mak 
ing reports? 

Mr. Srrine. Yes. 

Mr. Mircuett. When did you make those reports, as best you can 
recall ? 

Mr. Srrine. The first time I talked to Mr. McInerney about the case 
was a day or so after Labor Day 1951. 

Mr. Mircuett. Was that about the time the transfer was made to 
Mr. Krouse, from Bowles to Krouse? 

Mr. Srrine. That was when we decided to assign the case to Mr. 
Krouse. 

Mr. Mircuetyt. Have you at any time made any recommendations 
concerning the case ? 

Mr. Srrine. No, sir. 

Mr. Mircuety. As to eventual disposition ? 

Mr. Srrine. No. 

Mr. Mircuern., Do you have any notion when your division will 
make a recommendation ? 

Mr. Srrine. I could not say exactly. It depends on when the in- 
vestigation is completed. 

Mr. Mrircnetx. It has been in the hands of your section since late 
June, is that about right ? 

Mr. Srrine. Since early July in the section. 

Mr. Mrrcuetn. Might it take another year? 

Mr. Srrine. I hardly think that long. 

Mr. Mrrcueu.. Might it take another 6 months? 

Mr. Srrine. It might take another few months. I do not know 
whether it would run as long as six or not. 

Mr. Mrrcueti. Did you have any conferences with Mr. Newbold 
Morris about the matter? 

Mr. Srrinr. No; I did not. 

Mr. Mrrcnety. Did you discuss this matter with any of your supe- 
rior officers? We have eliminated Mr. Ford and Mr. McInerney. Did 
you talk to any other superior officer ¢ 

Mr. Srrine. I have talked to no superior except Mr. McInerney. 

Mr. Mrrcne.y. Do you recall that it was around the end of June 
that you got the June 15 letter of reference from the Maritime Com- 
mission ? 

Mr. Srrine. Yes. I actually got it the first few days of July and it 
had been in the Criminal Division a few days after I got it personally. 

Mr. Mircnety. The matter was still under active consideration in 
the Criminal Division or the section of which you are the head? 

Mr. Srrine. Yes. 

Mr. Mrrcnety. That is all. 

Mr. Cnetr. Any questions? 

Mr. Kratrna. The first time you talked to Mr. McInerney was in 
early September, 1951 ? 

Mr. String. Yes, sir. 

Mr. Keatina. Then did you talk to him about this case subsequently 
to that ? 
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Mr. Srrine. I had frequently given him what you would call prog- 
ress reports, telling him how the matter stood and what my section 
was doing on it. 

Mr. Keatrine. Both orally and in writing ? 

Mr. Srrine. Yes. 

Mr. Keatrine. And in the case of those oral conversations and writ- 
ten communications was the name of Mr. Newbold Morris mentioned / 

Mr. Srrine. [ think upon occasions, yes. 

Mr. Keatinc. There came a time when Mr. Morris was appointed 
special assistant to the Attorne ¥ General ? 

Mr. Srrine. Yes, sir. 

Mr. Keatine. Did you go to Mr. McInerney at that time and talk 
to him about Mr. Morris? 

Mr. Srrine. No, I did not. 

Mr. Kearine. Did you talk with anyone when you learned that the 
appointee as a speci: al assistant to the Attorney General was a man 
then under investigation in the Criminal Division for alleged criminal 
activities ¢ 

Mr. Srrine. I knew nothing about the appointment, of course, until 
after it was made. I talked to Mr. Krouse, I believe, about it at that 
time, or he talked to me, I should say probably. 

Mr. Kearine. But did you talk to your superior, Mr. McInerney ¢ 

Mr. Srrine. I did not personally. 

Mr. Keatine. And Mr. McInerney said nothing to you? 

Mr. Srrine. No. 

Mr. Keatine. Made no inquiry into the relations of Mr. Morris in 
these transactions at or about the time of his appointment as a special 
assistant to the Attorney General 4 

Mr. Srrine. He did not tome. Mr. McInerney had a certain famil- 
larity with the case, of course. 

Mr. Hivuines. Did you ever receive any communication, oral or 
written, from Attorney General McGrath in regard to the cases of 
which you have been speaking ? 

Mr. Srrine. No, I did not. 

Mr. Hitiines. Were you personally surprised at the appointment 
of Mr. Newbold Morris? 

Mr. Cuetr. I do not think that question is proper. I will sustain 
an objection to that. 

Mr. Mircuey. In the course of your review of this matter and the 
individuals involved, did you, in your section, request a check by the 
FBI of any of the individuals involved in your study ? 

Mr. Srrine. We requested an investigation by the FBI and item- 
ized the matters we wished to have looked into. That would be a 
matter I could not discuss, however. 

Mr. Mrrcnuenn. Tell me, if you are not prohibited from it, as to 
whether or not the FBI made a name check for the Criminal Division 
on Newbold Morris. 

Mr. Srrine. Notas far as I know. 

Mr. Mrrcueiit. You do not know whether such a report was ever 
delivered to the office of Mr. Peyton Ford ? 

Mr. Srrine. No, sir; I do not know. 

Mr. Mrircnety. That is all. 

Mr. Cuevr. Thank you very much, Mr. Strine. 

Is Mr. McGovern here? Come around, please, sir. 





INVESTIGATION OF THE DEPARTMENT OF JUSTICE 211 


Mr. McGovern, do you solemnly swear that the statements vou are 
about to make on this occasion will be the truth, the whole truth, and 
nothing but the truth, so he ‘Ip you God ¢ 

Mr. McGovern. I do. 


TESTIMONY OF THOMAS F. McGOVERN, TRIAL ATTORNEY, 
DEPARTMENT OF JUSTICE 


Mr. Mircuety.. Your full name, please. 

Mr. McGovern. Thomas F. McGovern. I am an admiralty law- 
ver. I am assigned to the Department of Justice as a trial attorney. 
T have been there 10 years. 

My immediate superior is Mr. J. Frank Staley who was referred to 
previously as Judge Staley. He has been there since 1917. Today 
Mr. Staley is busy trying a case and he cannot get away. 

Mr. Mircue.y, I wish to state to the committee, or to the witness, 
that I made an agreement with the Acting Attorney General with 
respect to the extent of questions to be asked this witness at this hear- 
ing. The background is that the libel action is pending and is set 
for trial in the United States District Court in Norfolk in June and 
I therefore agreed to limit testimony at this time to Mr. MeGovern’s 
conferences with Mr. Newbold Morris and with Mr. Peyton Ford. 

Mr. Cueir. We will confine our questions to that subject. 

Mr. Mircuenti., If the committee desires him to come back in 
executive hearing, we can determine that. 

Mr. Cuetr. We can determine that upon the conclusion of the 
testimony. 

Mr. Mircuett. What discussions did you have with Mr. Peyton 
Ford about the Morris tanker matter 4 

Mr. McGovern. I will tell you how it came into the office so you 
can follow the testimony. <A violation of section 9 of the act of 1916 
has both civil and criminal aspects. Under our system the Criminal 
Division is supposed to have the first bite. Therefore, when the report 
comes over for action it should be forwarded first to the Criminal 
Division and then after the Criminal Division had decided that they 
do not want to take this particular case it should then be forwarded 
up to the Civil Division where we have to decide whether or not we 
should impose a penalty, file libel against the slip for forfeiture, or 
accept some sort of a compromise in the case. 

It is perfectly normal in our business to have people come in and 
want to know where a file is that should have been sent over from the 
Maritime Commission. Typically, if someone wants to sell his ship, 
the title is fouled up, he goes around and tries to get something out 
of it. Maritime sends it to Justice; Justice sends it to Criminal; and 
Criminal starts worrying about whether the man could be proven 
to have a guilty mind at the time he made a transaction and eventual- 
ly the citizen gets worried and comes around to see us. We then have 
to find out what the case is all about and one of the matters we have 
to find out is whether we are supposed to take any action in the mat- 
ter. 

Now, this particular set of reports on the tanker cases was dated 
the 15th of June. Sometime the early part of July Mr. Staley’s sec- 
retary, who is Miss Marian Park, inquired of me whether I had 
seen a file on tankers and I replied that I had not. I asked Miss 
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Park what the matter was and she said somebody was looking for the 
file and she could not find it in the Division of Records. That is not 
unusual either. 

Miss Park cannot remember—and I asked her this morning—who 
it was who wanted the report; but I can tell you it is a perfectly 
normal thing in our business to have somebody in Florida who wants 
to sell a yacht, which he unfortunately had purchased from a Belgian, 
and wants to get his title cleared up to call up and get excited and 
bounce up and down. It is our job to straighten things out. 

We looked for the file and Miss Park found it in the Criminal 
Division. 

Mr. Mircnet.. When? 

Mr. McGovern. Somewhere about the first week or week and a half 
in July. 

Mr. Mircnenyi. Go ahead. 

Mr. McGovern. At that time, the last sentence of the file said there 
was an investigation going on with one of the Senate committees. 

Now, I told” Miss Park since there was no number on the file, no 
record entry, that she had best take the file down and be sure that 
there was a record because where there is a congressional investiga- 
tion going on that file is certain then to be the subject of future in- 
quiries and we do not want to have to go around the oflice to try to 
find it again. 

We assigned that file back to the Criminal Division. Subsequently, 
and before the 13th of July, Mr. Staley, who is my superior, had sev- 
eral inquires about the progress of the case. 

Mr. Mircueitn. From whom ? 

Mr. McGovern. Some of the inquiries came from the Maritime 
Administration, some of the inquiries came from Mr. Morris’ law 
firm, the attorneys for the group, and one of the inquiries came from 
Leslie Krusen of Krusen, Evans & Shaw in Philadelphia. His client 
is a man named Charles Kurz, who is an American citizen from way 
back whom everybody in the business knows. Mr. Kurz had made a 
contract sometime in the past to buy one of these tankers, a ship called 
the Meacham. 

The tanker could not be transferred until it returned to the United 
States. She was at that time coming back to the United States from 
Capetown, South Africa. Mr. Kurz said that his client—I am 
sorry—Mr. Krusen said his client had been informed by someone 
in the Maritime Commission that there was a defect in the title of 
this vessel. 

Mr. Mircuetyt. Could I perhaps help a little bit by this, because 
the members are under pressure here: Did you get an inquiry about 
that matter from Mr. Peyton Ford? 

Mr. McGovern. We had inquiries about that matter from Mr. 
Morris, from Mr. Krusen, from Mr. Ford, and members of the Mari- 
time Commission. 

Mr. Mrrenewt. Could I find out when you got an inquiry from Mr. 
Peyton Ford? 

Mr. McGovern. This was after we had the inquiry from Krusen 
and after we had one inquiry from Mr. Morris. 

Mr. Mrrcnetz. Was it in August? 

Mr. McGovern. No; the ship was not coming back until November. 

Mr. Mrrcneti. When did Mr. Ford talk to you about this case? 
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Mr. McGovern. I cannot be precise as to the date, but it was some 
day in September and it was after Mr. Ford had left the Department 
because I was in my office alone when he came in. 

Mr. Mrrcuett. Did he come in by prearrangement ? 

Mr. McGovern. No; he just dropped in. 

Mr. Mircueti. You knew that he was no longer Deputy Attorney 
General ? 

Mr. McGovern. Yes. You see, he was head of the Claims Division 
before he was Deputy Attorney General. 

Mr. Mrrcnetn. This is early September 1951? 

Mr. McGovern. That is right. 

Mr. Mrircnett. What was said in that conversation as best you 
can recall it? 

Mr. McGovern. Well, I knew he was in private practice in Wash- 
ington and I remarked that he was looking very well and in much 
better shape than he was the last time I had seen him, which had been 
when he had been the Assistant Attorney General. 

He said something which I remembered very well, which was that 
he was happiest when he had been the head of the Claims Division. 
He was very sorry he had ever gone on to take any other job which 
had worn him out. 

Mr. Mrrcuety. It was a friendly conversation ? 

Mr. McGovern. As you do with any lawyer, you know. It took 
him some time before he got around to the point where he asked about 
these tanker cases. Now, I said they an very confusing cases. 
Everybody has opinion letters from everybody else in the business say- 
ing that what he is about to do is legal. Most people do not get opin- 
ion letters before they carry on their business. They carry on their 
business first. 

Mr. Mitcne.y. Did he state the reason for his inquiry ? 

Mr. McGovern. No. 

Mr. Mrrcnett. What was your understanding? That he was there 
as an ex-Deputy Attorney General or as a private lawyer, or as a 
friend of Morris’? 

Mr. McGovern. I was waiting for him to tell me what his rela- 
tionship to the case was. We have a lot of inquiries coming into the 
office and we have to be careful to be polite to people and also let 
them tell you why they are there. That is, who has employed them. 
Mr. Ford told me he was not employed in the case and that he was 
there representing a friend, Mr. Newbold Morris, and Mr. Morris 
had gotten in this business in a quite open way; he had made a full 
disclosure to the Maritime Administration of what he intended to do, 
and that he was sure Newbold Morris had never been engaged in 
anything which was in any way—I do not know whether he used the 
words “off color” or “shady” but the impression I got was that New- 
bold Morris vould ane be engaged i in any operation which might be 
condemned. 

Mr. Mrrcenriu. Was anything said by Mr. Ford about any rela- 
tionship between him and Mr. Morris? 

Mr. McGovern. Yes. 

Mr. Mrrcuett. What was that? 

Mr. McGovern. Mr. Ford said that he and Mr. Morris had been 
friends for a long time and he said they were distantly related—I did 
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not understand that—and that Mr. Ford had at one time considered 
going into law practice with Mr. Morris but he did not want to go 
into practice in New York. We discussed that for 10 minutes. 

Mr. Mrrenetyi. That he and Mr. Morris considered a professional 
association as lawyers in New York? 

Mr. McGovern. That is right, but he did not want to practice law 
in New York. It was not a place in which he wanted to practice 
law. 

Mr. Mrreneiti. What else? 

Mr. McGovern. At the end of that time I told him that it looked 
like we had a lot of these cases; that most of them, as he knew from 
his past experience, were compromised. I did not know what the 
rates were. 

At the one visit we had from Mr. Morris before that, he had been 
anxious to make no proposal to compromise the case, but he was 
anxious to have us completely withdraw from the case, and said that 
it was all a mistake. I did not think that would ever work out and 
did not know what would happen until the investigation was com- 
pleted. 

Mr. Mircnett. Had Mr. Ford ever, prior to that time, come in to 
have a social visit with you? 

Mr. McGovern. Before he was Assistant Attorney General; yes. 

Mr. Mirenevi. After that ? 

Mr. McGovern. He never had much time. 

Mr. Mircnetn. Was it a year or so? 

Mr. McGovern. Let me tell you. I met Mr. Ford first when he was 
a young man just finished with the Navy and I was out of the Coast 
Guard, and we were assigned to a gambling-ship case together. 

Mr. Mrreuewn. You knew him? 

Mr. McGovern. That is right. 

Mr. Mrrenetn. And he had not been in to see you for a long time 
until he came in to talk about Newbold Morris; is that right? 

Mr. McGovern. That is right, sir. 

Mr. Mrrceneti. Has he been in since? 

Mr. McGovern. No, sir. 

Mr. Mircne tt. Has he telephoned you since? 

Mr. McGovern. No, sir. 

Mr. Mircueny. I would like to ask you when you saw Mr. Newbold 
Morris, if you did 

Mr. McGovern. Mr. Staley saw Mr. Newbold Morris first. That 
was before Mr. Staley and I saw Mr. Newbold Morris, before Mr. Ford 
came in to see us. 

Mr. Mrrcnett, When was that? 

Mr. McGovern. It must have been early in September. 

Mr. Mircuei. Is that when Mr. Morris saw Mr. Staley ? 

Mr. McGovern. That is right, and Mr. Morris at that time had not 
met me. He did not remember that I had met him once before. He 
had not met Mr. Staley before and he was a very indignant citizen. 

Mr. Mrrcnett. That was in September? 

Mr. McGovern. That was after he saw Mr. Bowles. He came up to 
see us and he was very indignant. We were mistreating his client. 
Now, you must remember something else. 

Mr. Mircnett. Who did you understand his client to be? 
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Mr. McGovern. China International Foundation. You must re- 
member another thing: that the admiralty business is rather limited. 
Now, Mr. Krusen we have done business with for—well, his firm— 
50 years. Mr. Newbold Morris’ firm is not an admiralty-law firm; 
and, therefore, you have an initial problem of sparring around until 
you can find out what kind of man the man on the other side is. Mr. 
Morris was ver y polite, “say he w as very, very outraged that his name 
should be linked with Mr. Casey's. 

Mr. Mircuext. Did he say anything about linking his name with Mr. 
Ford? 

Mr. McGovern. He did not mention Mr. Ford at all. 

Mr. Mrrcneti. Did he ever refer to Mr. Ford as his friend or as his 
counsel ? 

Mr. McGovern. At no time, sir. 

Mr. Mrrcweti. Did Mr. Ford’s firm ever appear in this matter to 
your knowledge ? 

Mr. McGovern. No, sir. 

Mr. Cuetr. Gentlemen, we are under pressure from the bells here. 
We have already had one blast for the quorum. 

I might just say this: we could have a little private discussion 
as soon as we can get off the floor, and we will determine whether or 
not we will have the gentleman back in executive session. 

Mr. Forp. Mr. Chairman, I am Mr. Ford. I would like to be heard 
briefly if I may. 

Mr. Hituies. I think the rules of the House require us to answer 
the quorum call. 

Mr. Cuetr. That is true. 

Mr. Forp. Mr. Chairman, you have asked several witnesses several 
leading questions that have left things in doubt, and I think I am 
entitled to answer it now, not tomorrow. 

Mr. Cuetr. I will put it this way. If we get permission, we will 
be back here at 2:30. We want to hear you, and I am willing to sit 
here, but under the rules of the House we must recess at this time. 
We will set it up tentatively at 2:30. Is that all right? 

Mr. Forn. Certainly, but you have heard this witness under viola- 
tion of the rules of the House. 

Mr. Cue r. I certainly want to apologize to all of you witnesses 
who have been good enough and kind enough to come that we have 
not been able to get to you, but we will get to you as soon as we can 
this afternoon, with the rules of the House permitting, gentlemen. 

Thank you very much. 

(Whereupon, at 12: 15 p. m., the subcommittee recessed to reconvene 
at 2:30 p.m. the same day.) 


AFTERNOON SESSION 


(Present: Messrs. Chelf (chairman of the subcommittee), Ramsay, 
Rodino, Rogers, Keating, Hillings, and Bakewell.) 

(Also present: Stephen A. Mitchell, chief counsel; Daniel G. 
Kennedy, associate counsel, and Robert. A. Collier, assistant counsel 
and chief investigators to the committee. ) 

Mr. Cuetr, T he committee will come to order, please. 

Mr. Ford, will you come around, please, sir? 
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Do you solemnly swear that the statements you are about to make 
on this occasion will be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Forp. I do. 


TESTIMONY OF PEYTON FORD, FORMER DEPUTY ATTORNEY 
GENERAL 


Mr. Mircue.t. Please state your name for the record. 

Mr. Forp. Peyton Ford. 

Mr. Mircnetn, Your address. 

Mr. Forp. World Center Building, 918 Sixteenth Street. 

Mr. Mircne yt. Will you state your business or occupation? 

Mr. Forp. Lawyer. 

Mr. Mrrenett. You are formally in Washington, D. C.? 

Mr. Forp. Yes, sir. 

Mr. Mircuetu. Do you have a law office at any other place? 

Mr. Forp. No, sir. 

Mr. Mrircuet,. You were formerly Deputy Attorney General of 
the United States? 

Mr. Forp. That is right. 

Mr. Mitcuett., Until what date? 

Mr. Forp. Sometime in September. I am not sure. I believe the 
15th or the 17th. 

Mr. Mircnetn. Was your successor sworn in on August 29, 1951? 

Mr. Forp. No; I do not believe so. 

Mr. Mrrene tn. And the hiatus of your leave extended until a Sep- 

amber date? 

Mr. Forp. No; I think he was sworn in around the 1st of October. 

Mr. Cuetr. Mr. Reporter, please show that a quorum is present. 

Mr. Mircuety. I am sorry for the delay, but 1 want to be clear 
about this date of the termination of your official duty. Your recol- 
lection is that it was what date, sir? 

Mr. Forp. The 15th or the 17th. 

Mr. Mrrcenet.,. Of September ? 

Mr. Forp. I am not sure which. 

Mr. Mircuens. Of 1951? 

Mr. Forp. Yes. 

Mr. Mircneti. What, if any, acquaintance have you with Mr. New- 
bold Morris? 

Mr. Forp. I know him. 

Mr. Mrrcnetx. When did you first meet him ? 

Mr. Forp. I think in 1946 or 1947. 

Mr. Mrrcnett. Under what circumstances? 

Mr. Forp. One of his future partners introduced me to him. 

Mr. Mrrcuei.. Was that man’s name Russell Post ? 

Mr. Forp. That is right. 

Mr. Mrrcuety. Did you see Mr. Morris after that date? 

Mr. Forv. I have seen him on occasions; yes. 

Mr. Mrrcne.t. Did you visit in his home? 

Mr. Forp. No. 

Mr. Mircueti. Did you visit with him in Mr. Post’s home? 

Mr. Forp. I think I met him one time at Mr. Post’s home. 
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Mr. Mrrcueti. Was he ever in your own home? 

Mr. Forp. No, sir. 

Mr. Mircneti. Was the relationship one that would be described as 
professional, social, casual, or what words would you use! 

Mr. Forp. I would say casual. 

Mr. Mrrcnety. Were you on a first name basis / 

Mr. Forp. Yes. 

Mr. Mircuext. Is there any family relationship between you and 
your family on the one hand and the family of Newbold Morris on the 
other ? 

Mr. Forp. No. 

Mr. Mireneci. If Mr. McGovern testified to a recollection of a 
statement to that effect, you would say he was in error ¢ 

Mr. Forp. Yes. 

Mr. Mrrcuey. And in fact that he was in error? 

Mr. Forp. That is right. 

Mr. MircHe.ti. With respect to the summer of 1951 did you have 
any occasion to see or talk with Mr. Newbold Morris? 

Mr. Forp. Yes. 

Mr. Mircneitt. What approximate date? 

Mr. Forp. I donot remember. Some time in the summer he came to 
my office and made an inquiry about a tanker they were trying to sell. 
There was some cloud on the title, as I remember. 

Mr. Mircuett, Was that an extended conversation ? 

Mr. Forp. No, he just inquired as to whom he might talk to about it, 

Mr. Mitrcuet. What did you tell him? 

Mr. Forp. At that time these RFC hearings either were in prog- 
ress or were just concluded, and this Casey-H: alse y-Stettinus testimony 
came out then. I think I sent him to or he went to Jim O’Brien who 
was reviewing that testimony. My recollection is that he said because 
of that testimony they were trying to sell this ship to retire some 
outstanding stock and that the vendee had questioned the title. 

Mr. Mircuett. When did you next see him or talk with him 4 

Mr. Forp. I do not remember. I think that is the only time I 
talked to him in the Department. I believe it is. 

Mr. Mircueit. Was your next contact with him, then, by telephone 
in January 1952? 

Mr. Forp. No, he came to the office, I think, the latter part of October 
or the first part of November. 

Mr. Mircueti. Into your law office? 

Mr. Foro. Yes. 

Mr. Mircwe.t. And in what connection did he come? 

Mr. Forp. He said that there was still a question of the title, a 
cloud over this title and asked if I could represent the companies. 

Mr. Mircuety. Did you undertake to do so? 

Mr. Forp. No, sir. 

Mr. Mitcuetui. Did you refuse to do so? 

Mr. Forp. Yes, sir. 

Mr. MircHett. You were good enough to come here in response 
to a subpena of this committee which requested the production of 
certain documents. Since you have none, is it a fact that you do not 
have any of the documents called for in the subpena ? 

Mr. Forp. No, sir. 
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Mr. Mircne.. It is a fact that you have no documents that you 
could produce pursuant to that subpena ¢ 

Mr. Forp. No, sir. 

Mr. Mrrcnety. I take it you have had no correspondence with New 
bold Morris or his partners ¢ 

Mr. Forp. I have checked my files and found none. 

Mr. Mrrcenevi. And your partners have had none? 

Mr. Forp. I am sure they have not. It would be given to me if there 
Was any. 

Mr. Mrircenen.. After refusing that tender of employment, when 
did you next see Mr. Newbold Morris ¢ 

Mr. Forp. I do not remember, but I believe it was in January. 

Mr. Mircnett. Was that in connection with his prospective em- 
ployment as a special assistant to the Attorney General ¢ 

Mr. For. Yes, sir. 

Mr. Mitcueii. And how was that contact arranged? How did it 
come about ¢ 

Mr. Forp. Well, let me tell the story from the beginning, if I may. 

Mr. Mircueti. All right, we would be glad to have it. I want to 
tell you that when I finish my questions I am sure that the chairman 
will invite you to make any statement you wish and to bring any 
witnesses forward or at least to suggest any witnesses that you might 
wish to bring forward. We do not want to cut you off at all. 

Mr. Forp. No, but I believe the continuity of this would be of some 
help to the committee. 

Mr. Mircnert. Very well. 

Mr. Forp. The Attorney General asked me, I think, in December, 
if I could suggest to him some outstanding person in the tax field for 
being a possible Assistant Attorney General in charge of the Tax 
Division. 1 thought about the matter and came up with Mr. Norris 
Darrell. 

Mr. Mrrcnevyi. Will you spell both those names, please? 

Mr. Forp. N-o-r-r-i-s D-a-r-r-e-l-l, I think. He is head of the tax 
department of Sullivan & Cromwell. 

In thinking about how I might approach him, I learned, and I do 
not remember how, that he was the son-in-law of Judge Learned Hand. 
I knew that Mr. Newbold Morris was a son-in-law of Judge Hand. 
I called Mr. Morris and asked if he would talk with Judge Hand and 
Mr. Darrell to see if he would accept the position as head of the Tax 
Division. They discussed it and I think Mr. Darrell discussed it 
with his partners and concluded that he could not accept it, that it 
was too long and protracted a job for financial reasons, and his own 
reasons, Whatever they were. 

After that, when the Attorney General was given the so-called 
clean-up job, he concluded that he needed some outside person who 
had no connection with the administration, and so forth, and asked 
several people if they would submit a list of names to him for con- 
sideration. 

I submitted some six or seven names, among which were Mr. Darrell 
again, and Mr. Morris. 

Mr. Mircue ty. They were on that list ? 

Mr. Forp. That is right. 

Mr. Mircuet,. Have you finished ? 
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Mr. Forp. Then he came to me—the Attorney General. 

Mr. Mircnet.. And made an inquiry ? 

Mr. Forp. Or called me and either the others were not available 
or were not acceptable, I do not know which, and asked if I would 
eall Mr. Morris and ask him to come down and see him in regard to 
this job. 

Mr. Mircnetx. You did that? 

Mr. Forp. I did that. 

Mr. Mrrenetn. That was in January 1952? 

Mr. Forp. That is right. 

Mr. Mrrceuett. When Mr. Morris then arrived in Washington did 
he come to meet you ¢ 

Mr. Forp. I went with him. Mr. Perlman and I went with him to 
ee Mr. MeGrath. 

Mr. Mircuett. Mr. Morris came down to meet you at his office, 
did he? 

Mr. orp. He came dow n one time to Mr. Perlman’s office and one 
time to my office. I am not sure. 

Mr. Mrrenent. As you recall it you then took Mr. Morris to Mr. 
Perlman’s office, at the ae ot Justice, or met him there, 
and then did you go out to Mr. MeGrath’s house ? 

Mr. Forp. I think we met Mr. Perlman at Mr. MeGrath’s house on 
that oceasion. 

Mr. Mircuenn. The matter was discussed between you, Mr. Perlman, 
and Mr. Morris. Was anyone else present ? 

Mr. orp. No. sir. 

Mr. Mircnett. What was the result of that negotiation ? 

Mr. Forp. He said that he would personally welcome the oppor- 
tunity to do this job, that he would give it his full consideration, 
that he wanted to talk to his partners about it, and that he would 
let the Attorney General know. 

Mr. Mircuenp. Did he eall you back? Did Mr. Morris call vou back 
after that? 

Mr. Iorp. | do not remember whether he called me or got in touch 
directly with the Attorney General. 

Mr. Mireneti. And then a few days later Mr. Morris returned to 
Washington / 

Mr. Forp. That is right. 

Mr. Mrrcneni. You saw him on that occasion ? 

Mr. Forp. Yes, sir. 

Mr. Mircuet.. And you saw the Attorney General on that occasion 
also ? 

Mr. Forp. Yes, sir. 

Mr. Mircnett. That would be approximately February 1, 1952, 
when Mr. Morris saw the President and Mr. McGrath announced his 
appointment: is that mght ? 

Mr. orp. I would presume so. 

Mr. Mircueti. During any of those conferences that you had with 
Attorney General M ‘Grath, did you say anything to him concerning 
pendency of an investigation in the Criminal Division of the Depart- 
ment of Justice of Mr. Morris and other persons and corporations 
involved in the so-called tanker deal ? 

Mr. Forp. No, sir. I raised the fact that he represented these com- 
panies. 
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Mr. Mircnevy. Raised that with whom ? 

Mr. Forp. With the Attorney General. Either I raised it or he 
raised it. 

Mr. Mircuet.. If it was Mr. MeGrath’s recollection that it was not 
discussed, your recollection to the contrary / 

Mr. Forp. That is right, but I think when you were directing thos 
questions to the Attorne *y General he was thinking in terms of a crim 
inal investigation of Mr. Morr is, and not in terms of the fact that Mi 
Morris represented, or his firm represented, these corporations. 

Mr. Mircnect. I am talking now about the criminal investigation. 

Mr. Forp. I did not raise the criminal investigation because I did 
not know that Mr. Morris was under any criminal investigation. 

Mr. Mrrenece. But you did refer him to Mr. O’Brien who is the 
head of the Fraud Section of the Criminal Division; did you not? 

Mr. Forp. Yes, but I thought that was in regard to the transaction. 
I did not know that he personally was under any criminal invest! 
gation. 

Mr. Mircuets. Then you later talked to Mr. Bowles about the mat- 
ter; did you not ¢ 

Mr. Forp. That is right. 

Mr. Mrrceuevy. And from that conversation did you not acquire the 
information that there was an investigation of the possibility that Mr. 
Morris and his associated individuals and corporations had violated 
the criminal statutes of the United States / 

Mr. Forp. No, sir: I never thought of it in those terms at all. I 
thought of Mr. Morris as a lawyer representing these companies. I 
never considered him personally involved. 

Mr. Mircuen,. It was indicated here in the testimony of Mr. Bowles 
that you sent for him and he came to your office, and that you ques- 
tioned him concerning Mr. Newbold Morris and the tanker deals and 
did not ask about any other individuals. Is that correct ? 

Mr. Forp. I think I told Mr. Bowles that Mr. Morris made an in- 
quiry of me about the tanker transactions and the corporate trans- 
actions. 

Mr. Mircneii. Going on to the second conference with the Depart- 
ment of Justice employees, with Mr. McGovern, do you recall that? 

Mr. Forp. Yes, sir. 

Mr. Mircuet.. Were you then Deputy Attorney General ¢ 

Mr. Forp. Yes, sir. When Mr. Morris asked if I could represent 
these companies my memory of what I had had to do with it was ex- 
tremely vague. In my job I discuss about 50 or 100 cases a day with 
various people in the Department. I was checking. I checked with 
Judge Staley in the Department to see if I had participated in it in 
any way. 

Mr. Mrrcneiy. There was a preliminary inquiry, then, to determine 
whether or not you were free to accept the representation as a law- 
ver? 

Mr. Forp. That is right. 

Mr. Mircueti. Was the result of that inquiry a part of your final 
decision not to represent ? 

Mr. Forp. Yes, sir. 

Mr. Mircneiy. Was that the only reason? 

Mr. Forp. Yes, sir. 
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Mr. Mrrcurtn. And your recollection is then that that would be 
in late September or October 1952? 

Mr. Forp. I believe he is wrong in the dates. I believe it was the 
latter part of October. That is my memory on it. 

Mr. Mircnenn, 19514 

Mr. Forp. Or the Ist of November—something around there. 

Mr. Mrrenety. At that — did you or did you not know that 
there was pending in the Criminal Division the tanker matter in- 
volving Mr. Morris? 

Mr. Forp. I knew that that was before the Criminal Division on 
some of the transactions, but I never associated Mr. Morris personally 
with any criminal investigation. It just never went through my 
mind at all. 

Mr. Mrrenevn. During the time that you were in the office did you 
not have the FBI name-check file sent to your office, the one relating 
to Newbold Morris? 

Mr. Forp. I do not remember. 

Mr. Mircnentt. You would not say that it was not sent there? 

Mr. Forp. No; it would be possible because we were always con- 
sidering names for various commissions. 

Mr. Mircne ty. Also, was it not the procedure in the Criminal 
Division of the Department of Justice when individuals are a part of 
an investigation that the FBI be asked to give a report on those 
individuals who might be charged with violation of a criminal statute ? 

Mr. Forp. Well, if they have them under investigation, of course 
they would make available to the Criminal Division any information 
in their files, I presume. 

Mr. Mircnetnt. And as a matter of fact Mr. Morris and other 
individuals were under investigation in the Criminal Division from 
the latter part of June 1951; were they not? 

Mr. Forp. I do not know. 

Mr. Mircue,. If there was other testimony here that the FBI 
name-check file was located in your office after you had gone, you 
would say that was possible but you do not remember ? 

Mr. Forv. No, sir. I remember at one time his name was on a list 
for some commission. It may have been that a name check was made 
on that basis. 

Mr. Mircueni. Going back to your conference with the then At- 
torney General, Mr. McGrath, you have a distinct recollection of 
saying to him in substance that Mr. Newbold Morris was one of the 
attorneys in the tanker deal; is that it? 

Mr. Forp. I remember saying that he represented these corpora- 
tions that were involved in these tankers and the Attorney General 
said, “Well, any prominent or reputable lawyer that I would get out 
of any law firm would be bound to represent some people who are 
desirable and undesirable; that he would, of course, have to disqualify 
himself in this matter” and Mr. Morris said, “Yes,” he realized 
that. 

Mr. Mircneti. Was that the end of that conversation ? 

Mr. Forp. Yes. 

Mr. Mircnett. As a result of your two conversations, one with 
Mr. Bowles and one with Mr. McGovern, did you or did you not 
know that Mr. Morris was known to have represented the Nationalist 
China shipping group, or one of them? 
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Mr. Forp. I knew that he represented that foundation. 

Mr. Mrrenenn.. China International ? 

Mr. Forp. Yes. 

Mr. Mirenev.. That is as far as your knowledge went / 

Mr. Forp. I knew his firm represented these groups. I did not 
ky ow the details. 

Mr. Mircuents, And I take it that your attitude at the time wa 
that you did not see any impropriety in the selection of Mr. Morris 
for this corruption clean-up job? 

Mr. Forp. I certainly did not. 

Mr. Mrreneti. You recommended him? 

Mr. Forp. His name was included among six that I submitted. 
In fact. I reeommended against appointing anybody, but that is 
neither here nor there. 

Mr. Mirenern. Did you see Mr. Morris after his services were 
terminated / 

Mr. Forp. No, I do not believe so. I talked to him on the phone. 
| do not believe | Saw him. 

Mr. Mrreneny. I have a slightly different question which this com 
mittee is going into, Mr. Ford. I would like to inquire whether you 
received any compensation during 1949, 1950, and in 1951 until your 
resignation in August 1951, for services other than for services ren- 
dered to the Department of Justice? 

Mr. Forp. I received some small stock dividend. 

Mr. Mircenent. But no income from professional services or other 
services / 

Mr. Forp. No, sir. 

Mr. Mrrenern. During that period ? 

Mr. Fornp. No, sir. 

Mr. Cnetr. Do you have any questions? 

Mr. Kreatina. That dividend was for services rendered ? 

Mr. Forp. No, sir. 

Mr. Keatins. It was a dividend on stock you previously held ¢ 

Mr. Forp. That is right. 

Mr. Knatine. It had nothing to do with any professional services / 
Mr. Forp. Not one thing. From the time I entered the Depart 
ment of Justice until I left, I severed all my legal connections; I had 
no outside practice, no fees, and I represented nobody from 1946 

until I resigned. 

Mr. Keratitna. Did the letter of Secretary Sawyer, June 15, 1951. 
transmitting these cases to the Justice Department come to your 
attention ? 

Mr. Forp. No, sir. 

Mr. Kratrtna. It was addressed to the Attorney General and you 
were at that time Deputy Attorney General: is that right? 

Mr. Forp. That is right. 

Mr. Krarine. Did it come across your desk? 

Mr. Forp. No, sir. It came to my office, but I was out of the city. 

Mr. Keartne. And it was routed from your office to someone else 

Mr. Forp. As I understand it, from my office to the Criminal 
Division. 

Mr. Keating. Was a record made of that in your office / 

Mr. Forp. I do not know. 
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Mr. Keatina. Where letters were written by other Cabinet officers 
to the Attorney General, did the Vy us sually come to your office and by- 
pass the Office of the Attorney General ? 

Mr. Forp. No, they would come from the Attorney General; de- 
pending upon what it was, it would be either sent to me or the head 
of the Division. 

Mr. Keatrtna. So the letter of June 15 first went to the Attorney 
(reneral’s office before it came to your office ? 

Mr. Forp. I do not know. 

Mr. Kratine. That would be the normal practice? 

Mr. Forp. Well, I would think so. 

Mr. Keratinc. When it was addressed to the Attorney General it 
would normally go to his office first and then to the Deputy’s office ? 

Mr. Forp. It could go to the Deputy’s office or to the head of an- 
other division. 

Mr. Keatinc. Who would route it to the head of a division? 

Mr. Forp. The secretary might, or the correspondence clerks. 

Mr. Keatinc. Would a letter from a Cabinet officer to the Attorney 
General be routed directly to one of the divisions without either the 
Attorney General or the Deputy Attorney General having seen it? 

Mr. Forp. That would be possible, depending upon the importance 
of the letter. If the Attorney General was out of town and the Deputy 
was out of town that would be possible. 

Mr. Keatina. You know the letter I refer to in this question ? 

Mr. Forp. I have learned about it in the last 2 or 3 weeks. 

Mr. Keatrne. You would consider that an important document, 
would you not ? 

Mr. Forn. I presume so, yes. 

Mr. Keatine. But you say that even a letter of that character might 
never be brought to the attention of either the Attorney General or 
the Deputy Attorney General. Is that correct ? 

Mr. Forp. It would be possib le if they were out of town that it 
would go to a head of a division and he would start action on it and 
then make his report back. 

Mr. Keating. But if they were not out of town, if one of them were 
there it would certainly be brought to his attention, would it not? 

Mr. Forp. That would be the presumption, but I do not know. 
Sometimes there are slips. 

Mr. Keating. That would be the normal procedure, would it not? 

Mr. Forp. Yes. 

Mr. Kratine. If it did not come to the attention of either the 
Attorney General or the Deputy Attorney General and went directly 
to the head of a division, then the normal procedure would be for the 
head of the division to make a report on it to the Deputy Attorney 
General or to the Attorney General, would it not ? 

Mr. Forp. Well, after the matter had been checked, yes. 

Mr. Kratinea. Well, this was a letter from another Cabinet officer 
and T assume that a letter from one Cabinet officer to the Attorney 
General is a matter of considerable importance in your department, 
or what was your department ? 

Mr. Forp. It would depend upon the letter. 

Mr. Kearina. If the letter were sent with four attachments ask- 
ing the Department of Justice to make an investigation as to whether 
there might be a criminal or civil liability on the part of a number of 
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prospective defendants, would that not be a matter which you would 
deem important ¢ 

Mr. Forp. Oh, yes. 

Mr. Kearine. Now, when did you first learn of the existence of 
this letter? 

Mr. Forp. I think a couple of weeks ago. 

Mr. Krarine. In other words, since you left the Department ? 

Mr. Forp. Yes. 

Mr. Kearine. This letter from Secretary Sawyer never came to 
your attention at any time while you were Deputy Attorney General / 

Mr. Forp. No, sir. 

Mr. Krarinc. When I was out answering a roll call I understand 
that you testified that you never had any knowledge that Mr. Morris 
and his companies were under investigation in the Criminal Divisior 
of the Justice Department. Am I correct in that ¢ 

Mr. Forp. I knew that the companies were being looked at, yes, sir. 

Mr. Keatinc. In the Criminal Division ¢ 

Mr. Forp. Yes, sir. 

Mr. Keatins. In other words, you knew that the companies were 
involved in possibly both criminal and civil lability / 

Mr. Forp. Yes. I knew that. I have been trying to search my 
memory on it as well as I can. My memory is that I, not having seen 
the Sawyer letter or the reports, connected that phase of the 
Criminal Division’s activities in the company because of the testi 
mony that came out concerning the Casey-Stettinius-Halsey proof, 
before Senator Fulbright’s committee during the RFC hearings, and 
the Criminal Division was examining all that testimony and these 
corporations were successive corporations to the Casey-Halsey cor 
poration, 

Mr. Kreatine. You are now referring to a time when you were act 
ing as Deputy Attorney General ¢ 

Mr. Forp. That is right. 

Mr. Keating. When you say you knew the companies were under 
investigation in the Criminal Division, do you mean that you knew 
it during the time you were Deputy Attorney General ? 

Mr. Forp. Yes, sir. I knew that they were being looked at. I did 
not know that they were under active investigation. 

Mr. Kearine. You knew that they had been referred by the Mari- 
time Commission in some manner to your Department? 

Mr. Forp. No. That is where I am not clear myself. I thought 
the Maritime report was in the Admiralty section and that the crim- 
inal aspect that is, the Criminal Division’s report—was a result of 
the RFC committee hearings. That is my best memory. However, I 
know in my own mind that I knew there was a report from the Mari- 
time Commission in the Department. 

Mr. Kratrne. You cannot recall the source of the complaint which 
was made against these companies? Is that what I am to understand ? 

Mr. Forp. Yes, sir. 

Mr. Kerarttne. But did you know in general the nature of the 
offense which was charged against the companies involved ? 

Mr. Forp. No, I cannot say that I precisely did. I was thinking of 
it in terms of a vendee refusing to accept title to a ship because the 
title had been clouded by the original transactions. I placed more 
emphasis on that. 
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Mr. Keartine. I am referring, of course, to the criminal investiga- 
tion. If you knew at the time that the »y were under criminal investiga- 
tion it seems reasonable to suppose that you had some idea of the 
nature of that crime or alleged crime. Do you recall whether you 
did have such knowledge? 

Mr. Forp. No; because I did not treat it as an investigation. It 
was a matter the Criminal Division studied to see if it justified further 
action. 

Mr. Kreatine. And you knew they were studying it ? 

Mr. Forp. Yes. 

Mr. Keatrne. But you did not know what they were studying or 
the nature of the alleged offenses ? 

Mr. Forp. Not in any detail, no. 

Mr. Keatina. In general did you have knowledge of the nature of 
the offenses / 

Mr. Forp. Well, generally, but my impression—I am giving you 
this as best I remember—was that it arose by reason of the original 
transaction when these tankers were purchased, and whether that 
transaction tainted the second transaction. 

Mr. Keating. Without being specific, the general nature of the 
alleged offense, if any, was known to you? 

Mr. Forp. It was a question of whether the taint carried over to 
the second transaction, but I considered it as a penalty against the 
corporations, whethe a i ships could possibly | ve forte ited, whether there 
was any penalty to run, fraud penalty or otherwise. 

Mr. Keatine. Forfeitures would not be handled in the Criminal 
Division, would they? 

Mr. Forp, No. That was in the Admiralty Section. 

Mr. Keatixe. Did you know in general for what purpose the Crim- 
inal Division had the matter under consideration ? 

Mr. Forp. Only what I have said. 

Mr. Keating. Did you talk to Mr. Bowles about it? 

Mr. Forp. Yes. 

Mr. Krarine. You knew he was in the Criminal Division? 

Mr. Forp. Certainly. 

Mr. Kearine. And you asked him about the case ? 

Mr. Forp. In general, yes, as to what was involved. 

Mr. Keating. And he told you? 

Mr. Forp. He named certain statutes, yes, but I did not make any 
detailed inquiry on it. 

Mr. Keatine. Was there any discussion in connection with that, 
the fact that Mr. Newbold Morris was the president of one of these 
companies ¢ 

Mr. Forp. Well, I knew it. I knew Mr. Bowles knew it. I do not 
know whether there was any discussion. 

Mr. Keatinc. You say that you did know it? 

Mr. Forp. Yes. 

Mr. Keatinc. You knew it as soon as you heard about these 
companies ¢ 

Mr. Forp. He came to me first. 

Mr. Keating. Mr. Morris did? 

Mr. Forp. Yes. 

Mr. Keating. As an officer of one company and attorney for one 
or more of them? 
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Mr. Forp. Well, I treated it as an attorney representing a company. 

Mr. Keatrne. He told you then that he was an officer of one of 
the companies ¢ 

Mr. Forp. I know that I knew he was an officer of this—what is 
the name of it ¢ 

Mr. Mrrenety,. China International. 

Mr. Forp. Yes. 

Mr. Kerarine. Did the thought come across your mind that if there 
was something criminal in the character of what took place that it 
might also involve the officers of the company 4 

Mr. Forp. That is always possible, but it did not occur to me; 
no, sir. 

Mr. Keartine, It is frequently true, is it not, where a company 
is involved, the officers of the company likewise are involved ¢ 

Mr. Forp. Yes. 

Mr. Keating. You, as a matter of fact, sent for Mr. Bowles to 
come to your office to talk about this? 

Mr. Foro. I must have. 

Mr. Keartine. Did that arise from some conversation which you 
had had with Mr. Morris? 

Mr. Forp. I have been trying to remember that and I cannot. I 
think that when he saw me Morris said he wanted to submit a letter or 
a memoranda, or something, through the Department about the 
matter, stating the facts as he viewed them. He must have sent me a 
copy of that and that is probably the reason I called Mr. Bowles, when 
I got a copy of his letter, to make an inquiry about it. 

Mr. Keating. You had discussed that with Mr. Morris at some 
length prior to meeting with Mr. Bowles? 

Mr. Forp. Not at any length; no. 

Mr. Kratina. You discussed it in some way with him? 

Mr. Foro. In just general terms. He wanted to know where the 
matter was in the Department and where he should go to find out. 

Mr. Keating. Where did that discussion take place? Here in 
Washington ? 

Mr. Forp. Yes; in my office. 

Mr. Kratine. He had been to your office? 

Mr. Forp. Yes, sir. 

Mr. Keating. And in that conversation, Mr. Bowles indicated to 
vou that there was then a criminal investigation going on in his 
Department, did he not ? 

Mr. Forp. Not an investigation. It was a matter being considered 
in the Criminal Division. 

Mr. Kearine. That would involve investigation, would it not, if 
it was being considered in the Criminal Division at that time? 

Mr. Forp. They might consider the matter and decide not to inves- 
tigate it, as well as to investigate it. 

Mr. Kearing. And that was in the first part of August 1951. Is 
that correct ? 

Mr. Forp. Ido not remember. It was in the summer. 

Mr. Krearinc. The date of your resignation was what? 

Mr. Forp. As I told Mr. Mitchell, I think it was the 17th of Sep- 


tember. I am not sure. 
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Mr. Kratine. Now, coming down to the time of the appointment 
of Mr. Morris, I believe you were the first one who communicated 
with him, according to his testimony ¢ 

Mr. Forp. That is right. 

Mr. Keatine. Was that done on your own account or at the request 
of Mr. McGrath ? 

Mr. Forp. At the request of Mr. McGrath. 

Mr. Keatinc. Had you been to Mr. McGrath to express to him 
your high opinion of Mr. Morris, or did he call you in to ask you 
about it 

Mr. Forp. He asked me to submit a list of names. I asked several 
people. I submitted, I think, six or seven names. Either some of 
the people were not available or they refused and he came and asked 
if I would call Mr. Morris and ask him to come down and see him, to 
see if he would take that job. 

Mr. Kearine. And did you tell Mr. MeGrath of Mr. Morris’ pend- 
ing matters in the Justice Department ? 

Mr. Forp. We discussed the fact that he represented these corpora- 
tions; that there had been some publicity and undoubtedly he would 
be subject to some attack by reason of that representation. The Attor- 
ney General said he did not think he could get any reputable lawyer 
in the country, who having represented some companies, had not been 
involved in the Department of Justice, and that whoever be appointed 
he expected would be attacked. 

Mr. Keatine. Did you explain to Mr. McGrath that the companies 
were under investigation in the Criminal Division of the Justice 
Department at the time? 

Mr. Forp. No; at that time I did not think they were. 

Mr. Keating. That was some time after your talk with Mr. Bowles. 
Had you forgotten your talk with Mr. Bowles ? 

Mr. Forp. No; but I thought the matter had become a civil matter 
when they filed the libel action against the Meacham. 

Mr. Kearine. Did you make any effort to find that out, or was it 
just a conclusion which you reached in your own mind? 

Mr. Forp. It was a conclusion. 

Mr. Keatine. You did not consult with anyone in the Department 
to determine whether there was a criminal investigation under way ¢ 

Mr. Forp. No. 

Mr. Kearine. You made a comment which you passed off, saying 
it was of no moment. I think perhaps I would like to inquire about it. 
You stated that you recommended against appointing anyone at 
the time Mr. Morris was appointed. Do you mean you recommended 
that to Mr. McGrath? 

Mr. Forp. Yes, sir. 

Mr. Keatine. Would you tell us what you told him in that regard ¢ 

Mr. Forp. Well, I felt when the President gave the Attorney Gen- 
eral this job that he, the Attorney General, and the FBI and the 
Criminal Division could do it. I felt that it would be actually done 
better that way, to have the Department of Justice do the job, than 
the FBI. Mr. McGrath felt that because he was under personal 
attack, it would never be believed that he had done a thorough 
and complete job, and he desired someone who had not been connected 
with the administration to assist him in it. I personally felt that he 
could do a good job and would do a good job. But he sincerely felt 
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that he needed a disinterested, outside person. That was just a sim 
ple difference of opinion. 

Mr. Keatinc. Were these names which you submitted to him sub- 
mitted in the form of a letter, or orally ? 

Mr. Forp. Orally. 

Mr. Keatinc. And some of the names you submitted, other than 
Mr. Morris, were communicated with before Mr. Morris and they de 
clined ¢ 

Mr. Forp. That is my understanding; yes, sir. 

Mr. Keatine. Are you related to Mr. Morris? 

Mr. Forp. No, sir. I would not know how that one would come 
about. 

Mr. Keattnc. You have been friends for some years? 

Mr. Forp. Casually. Not intimately. 

Mr. Kearinc. You were in service with one of his law partners? 

Mr. Forp. I knew him shortly after the war. 

Mr. Keartina. That is all. 

Mr. Mircue... There is some confusion about the spelling of Mr. 
Darrell. Would you state that again? 

Mr. Forp. I think it is D-a-r-r-e-1-1. 

Mr. Mircne.i. And his first name is what ? 

Mr. Forp. Norris. 

Mr. Mrrene.i. N-o-r-r-i-s? 

Mr. Forp. Yes. I do not know Mr. Darrell, but I believe that is 
correct. 

Mr. Mrrcuety. I do not believe I asked you whether you talked with 
any Department of Justice employees about the Morris tanker case 
other than Mr. MeGrath, Mr. Bowles, and Mr. McGovern. Were 
there any others? 

Mr. Forp. I talked with Judge Staley. 

Mr. Mrreneci. Did you ever talk to Mr. McInerney ? 

Mr. Forp. No, sir. 

Mr. Mrrcne.,. Now, there was also a statement in this morning's 
testimony by Mr. McGovern that it was his recollection of his con- 
ference with you that you had said to him that you had at one time 
intended practicing law with Mr. Newbold Morris in New York. Do 
vou recollect any such statement - 

Mr. Forpv. No, sir; but I might have made it. 

Mr. Mrrene... Did you in “fact once intend to practice law? 

Mr. Forpv. No. Rusty Post and I had talked about possibly do- 
ing so. 

Mr. Mircnet.. And when you talked to him about Mr. Morris, 
that is what brought Mr. Morris into it ¢ 

Mr. Forp. Yes. 

Mr. Mrrcnevi. Has the Morris firm referred any other cases to you 
other than this offer of the tanker case ¢ 

Mr. Forp. No, sir. 

Mr. Cuetr. Mr. Hillings? 

Mr. Hitires. With reference to the six names you submitted as 
possibilities for appointment as special assistant to the Attorney Gen- 
eral, were any of the names you submitted, besides that of Mr. Morris, 
involved in cases with the Government to your knowledge 

Mr. Forv. Oh, I am sure—well, two of them were deans of law 
schools. They would not have been, but the practicing lawyers, I am 
sure—— 
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Mr. Hittines. Were any, other than Mr. Morris, under possible 
investigation by the Justice Department ¢ 

Mr. Forp. Not that I know of. One of them was Bob Patterson 
and he was killed before we could talk to him. 

Mr. Hiturnes. Do you have objection to mentioning fhe names? 

Mr. Forp. I would prefer not to, but if the committee wants to know, 
I would be glad to. 

Mr. Hitiines. Just to clarify a point, I understand that you have 
testified that you had discussed the investigation of Mr. Morris by the 
Justice Department with former Attorney General McGrath, prior to 
the appointment of Mr. Morris. Is that correct ? 

Mr. Forp. That is right. 

Mr. Hitiines. As counsel said earlier in the day, at the time Mr. 
McGrath testified I asked him: 

Did you know at the time of Mr. Morris’ appointment that the Department of 
Justice was considering libel action in admiralty to recover one of the tankers 
owned by the foundation which he heads? 

Attorney General McGratH. No; I did not. 

Apparently there is some strong conflict between what you had to say 
to Mr. McGrath over the ap pointment of Mr. Newbold Morris and Mr. 
McGrath's view. Do you recall the testimony of Mr. McGrath before 
this ? 

Mr. Forp. First, there was not a contemplated action sometime be- 
fore that; and, second, I think the Attorney General was thinking in 
terms of a criminal investigation of Mr. Morris, and he was not think- 
ing in terms of a civil action pending against the companies that he 
represented. Lam sure of that. 

Mr. Hitiines. I had the impression that Mr. McGrath was testi- 
fying that he did not know of any particular action pending. 

Mr. Forp. In the rush of things, he may have forgotten it. 

Mr. Hiniines. Can you give the committee the approximate date 
of your discussion of the case against Newbold Morris with Mr. Me- 
Gr: ath ? 

Mr. Foro. I think it was discussed the morning he came down. 

Mr. Hituincs. You are presently in partnership with Mr. Bergson 
in private practice here in Washington / 

Mr. Forp. He is one of my partners. 

Mr. Hituincs. Was Mr. Bergson not a former member of the Jus- 
tice Department ? 

Mr. Forp. That is right. 

Mr. Hutzines. Do you object to telling the committee whether Alu- 
minum Co. of America is one of the clients of the law firm ? 

Mr. Forp. I do not see where that is a legitimate inquiry of the com- 
mittee. 

Mr. Cue r. I sustain the objection. 

Are there any questions, Mr. Ramsay ? 

Mr. Ramsay. No questions. 

Mr. Cueir. Mr. Rodino? 

Mr. Roptno. Did you have any particular preference as to whom 
Mr. McGrath should appoint as Special Assistant to the Attorney 
General ? 


Mr. Forp. Yes, sit 
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Mr. Roprno. And was the person whom you particularly preferred 
the man whom you thought might best be able to do the job Mr. 
McGrath sought to 4 

Mr. Forp. Yes, Sl 

Mr. Roprno. And 1 understand at the time Mr. Morris’ name was 
under consideration it was then your impression that he was merely 
associated with these cases that were under review by the Department, 
but there was no actual investigation as to any criminal viol: tions. 
Is that a fact? 

Mr. Forp. I thought of Mr. Morris in the general terms of a 
Republican who in New York City had made a long drive for good 
government, reform government, and so forth. 

Mr. Roprno. You say you also had, as one of the men you had 
suggested to Mr. MeGrath - ‘th it time, the late Judge Patterson. 

Mr. Forp. That is right, 

Mr. Ropino. That is all. 

Mr. Cuetr. Mr. Bakewell ? 

Mr. Bakewe tt. Do I understand that you knew that these firms with 
which Mr. Morris was associated were under investigation by the 
Criminal Division of the Department of Justice ? 

Mr. Forn. Yes, sir. 

Mr. Baxeweti. And you knew at that time that Morris was presi- 
dent of one of them and attorney for the other? 

Mr. Forp. I treated him as attorney for the companies and he is 
president of some philanthropic foundation. 

Mr. Bakewetni. You recommended his name to the Attorney 
General as one of six to act in the capacity of Assistant Attorney 
General in spite of that? 

Mr. Forp. I only thought of him as a lawyer representing these 
companies. 

Mr. Bakewetn. You knew these firms he represented were being 
investigated by the Criminal Division ? 

Mr. Forp. That-is right, and I know of four firms that Judge Pat- 
terson represented which are under investigation in the Department. 

Mr. Baxewett. How could Morris have done an impartial and 
wholehearted job in investigating the Department of Justice if the 
firm with which he is associated is, itself, being investigated ? 

Mr. Forp. I did not know that the firm was being investigated. I 
knew some companies which he represented were. He knew that he 
would have to disqualify himself from that representation completely. 

Mr. Bakewew.. As you know, frequently the onus of responsibility 
is placed upon the directors and officers of that corporation. Did 
you call that to the attention of the Attorney General? 

Mr. Forpv. We discussed the fact that he represented them. 

Mr. BaxewetL. You discussed that with the Attorney General? 

Mr. Forp. Yes. 

Mr. Baxewe tv. Despite that you recommended the appointment of 
Mr. Morris? 

Mr. Forp. I recommended him among several other people. I 
recommended against appointing anybody. 

Mr. Keattnea. I want to ask this, Mr. Ford: Did you tell the At- 
torney General that he was not only the attorney for these com- 
panies but that he was an officer of one of them, or president of one? 
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Mr. Forp. I think Mr. Morris mentioned that. I do not think I 
did. Iam not sure of that. 

Mr. Keratinc. But you think Mr. Morris mentioned that in your 
presence ¢ 

Mr. Forp. I believe so, but I am not positive. 

Mr. Krarinc. You were present when he came to Washington at 
Mr. MeGrath’s home where this was discussed ¢ 

Mr. Forp. That is right. 

Mr. Krattne. And also Mr. Perlman was present ‘ 

Mr. Forv. Yes; I think he was present during that. I am not posi- 
tive. We were in and out. 

Mr. Keratine. And your best recollection is that Mr. Morris him- 
self told Mr. McGrath in that conference that he was president of 
one of the companies which was under investigation in the Criminal 
Division ? 

Mr. Forp. I am not sure of that, but it seems to me that he de- 
scribed very briefly the purpose of this foundation. Whether he 
said he was president of it, I do not know. He named several people 
who were trustees of it. I think some professor at Yale and some 
professor at Columbia. 

Mr. Keatrina. At least in your presence your best recollection is 
that Mr. Morris brought home to the Attorney General the fact that 
his connection with these companies was something more than that of 
simply an attorney ¢ 

Mr. Forp. No; not the companies. I think he discussed the foun 
dation in broad terms; its purpose. 

Mr. Keating. The foundation was one of the companies involved; 
was it not ? 

Mr. Forp. I do not know whether that company—I have never un- 
derstood how many companies are in it. 

Mr. Keattne. It owned all of the stock of the other companies in- 
volved, or at least one of the other companies involved ? 

Mr. Forp. Well, I understood that the income from running the 
ships went into this philanthropic foundation for the benefit of Chi- 
nese students. 

Mr. Keatina. Well, you also understood, did vou not. in a gen 
eral way, that the foundation itself was one of the corporations in- 
volved in this entire matter? 

Mr. Forp. I did not consider that the foundation was one of the 
purchasing companies. 

Mr. Keating. No; I appreciate that, but it was involved. 

Mr. Forp. I think we are in agreement. It was to be the recipient 
of whatever funds were made by these other companies. 

Mr. Kerarina. In other words, that the foundation was the one bene- 
ficially interested in the transactions ? 

Mr. Forp. That is right. 

Mr. Keating. And you understood that at the time ? 

Mr. Forp. Yes, in broad terms. 

Mr. Keating. And your best recollection is that Mr. Morris made 
that clear also to the Attorney General ? 

Mr. Forp. I think he discussed the foundation. I do not know that 
he said he was president of it. That discussion of the purposes of 
the foundation certainly would not put the Attorney General on 
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notice one way or the other because it was discussed in the broadest 
philanthropical terms, the good the foundation was trying to do. 

Mr. Kearine. I appreciate Mr. Morris may have put it in that 
way, but you, as the former Deputy Attorney General and one with 
whom Mr. Bowles of the Criminal Division had conferred, knew some 
thing more about what had taken place in the Department than Mr 
Morris. Would that be fair to say / 

Mr. Forp. No, I would say he probably knew much more. 

Mr. Krarine. In other words, he had conferred with attorneys in 
both the Criminal and Civil Divisions whom you felt had a bette: 
knowledge of the situation at that time than you did ¢ 

Mr. Forp. That is right. 

Mr. Kearine. And you did not add anything to the statements 
made by Mr. Morris to the Attorney General about your views on the 
matter ¢ 

Mr. Forp. I think I mentioned that the case was pending against 
one of the corporations, or a ship. I do not know whether it is a ship 
or a corporation, What is it, Tommy, a ship or a corporation ‘ 

Mr. McGovern. I think it is a corporation. 

Mr. Cueir. Mr. Rogers, do you have any questions ? 

Mr. Rogers. No. 

Mr. Keatine. When was the offer or attempt made to retain you 
as an attorney in connection with the transaction? What was the 
date of that / 

Mr. Forp. I am not sure, but my memory is that it was the latte: 
part of October or the first of November. My memory is at variance 
with Mr. MeGovern on that. 

Mr. Kearine. When that offer was made to you by Mr. Morris, 
were you offered a retainer as associate counsel to the New York firm, 
or just what was the arrangement offered to you ¢ 

Mr. Forp. We did not discuss any retainer. He just asked 
could assist in the case and I told him that I was disqualified. 

Mr. Keating. You felt disqualified because of your knowledge about 
the matter in your capacity as a Deputy Attorney General ¢ 

Mr. Forp. Yes, because it had been pending. 

Mr. Keating. In other words, you disqualified yourself from ac 
cepting retainers in your new law firm on any cases pending in the 
Department when you left there ? 

Mr. Forp. That has been my practice; yes. I have turned down some 
pretty good business too. 

Mr. Cuetr. Mr. Ford, is there anyone else you would like to have 
called who may be connected with your testimony here today ? 

Mr. Forp. No, sir. 

Mr. Cuetr. We want to be fair about it. If there is anyone you 
would like for us to call, we would be happy to do so. 

Mr. Forp. I do not think of anybody. 

Mr. Kearrne. Or is there any further statement that you feel you 
would like to make, or any questions which you would like to put to 
other witnesses ? 

Mr. Forp. No. I would like to say that I think the Attorney Gen 
eral, in appointing Mr. Morris, acted in the highest tradition of public 
service. I think Mr. Morris accepted it on that basis. 

I think that the later disagreement was unfortunate. Apparently 
my putting Mr. Morris’ name on the list was unfortunate but, in the 
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words of Mr. Morris’ mentor, Mr. LaGuardia, “when I make a mis- 
take, it is a beaut.” 

Mr. Cuevr. Thank you very much, Mr. Ford. 

Mr. McInerney, do you solemnly swear that the statements you are 
going to make in this case will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. McInerney. I do. 


TESTIMONY OF JAMES M. McINERNEY, ASSISTANT ATTORNEY 
GENERAL, CRIMINAL DIVISION, DEPARTMENT OF JUSTICE 


Mr. Mircuei.. Will you please state your name, sir? 

Mr. McInerney. James M. McInerney. 

Mr. Mircne ct. And your position, 

Mr. McInerney. Assistant Attorney General in charge of the Crim 
inal Division of the Department of Justice. 

Mr. Mircuecit. How long have you held that position, sir? 

Mr. McInerney. January 27, 1950. 

Mr. Mirene.. And in about June 1951, did you receive some files 
and a letter from Secretary of Commerce Sawyer / 

Mr. McINeRNEY. Yes, sir. 

Mr. Mirrcneu.. Where did they come from, do you know 4 

Mr. McINerRNeEY. They came from the office ot William A. Under- 
hill, Mr. Peytor Ford’s first assistant. 

Mr. Mrrenett. And for what purpose were they referred to you? 

Mr. McINERNEY. The cover letter suggested possible criminal in- 
vestigation and libel proceedings. 

Mr. Mircuett. Did you read the covering letter ¢ 

Mr. McInerney. Yes, sir. 

Mr. Mircueuy. Did you read any further? 

Mr. McInerney. Yes, sir. 

Mr. Mircuetn. Did you have anything to do with a press release 
relating to the absence of Mr. Morris’ name in the Sawyer letter pub 
lished in the Washington Post on the 22d day of April 1952? 

Mr. Mclnerney. Yes, sir. I believe I did. | had an inquiry from 
the press about it. 

Mr. Mircuett. As to whether or not Mr. Morris’ name was in 
cluded in the letter? It was not included in the letter, is that right / 

Mr. McInerney. I believe I had an inquiry from the press relations 
office as to whether the name was included in the letter and I checked 
and found it was not. 

Mr. Mircnecp. But you did know that his name was on the second 
page of the first exhibit, and 4 times on the next page, and 14 times in 1 
file / 

Mr. McInerney. At that time I did not, sir. 

Mr. Mrrene tt. What action was taken, Mr. McInerney? Did you 
refer this file to one of your assistants as was testified here ¢ 

Mr. McInerney. Yes, sir. 

Mr. Mrrcenetit. Who was that ? 

Mr. McInerney. | first referred it to Mr. Dagger’s section with the 
request that it be assigned to Mr. John O’Keefe as a special assign- 
ment. Mr. O’Keefe would not undertake it at the time because of 
other assignments and then it went to Mr. Grigsby’s section. 
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Mr. Mrrenecit. Did you have occasion to receive reports from 
those men about the status and progress on the case / 

Mr. McInerney. Yes, sir. 

Mr. Mircuet.. When did you first notice that the name of Newbold 
Morris was included in it? 

Mr. McInerney. Immediately after the receipt of the file, when 
I reviewed it my self, 

Mr. Mircne si. Did you discuss with the Deputy Attorney General, 
or the Attorney General, anything relating to this file at any time? 

Mr. McInerney. Yes, sir. 

Mr. Mrrenevtt. When? 

Mr. McInerney. My recollection is that I spoke to the Attorney 
General about it, January 29. 

Mr. Mircnen.. Do you recall any previous conferences with him? 

Mr. McInerney. No, sir. 

Mr. Mrrenr.. Do you recall any previous conferences with Mr. 
lord or Mr. Vanech ? 

Mr. McInerney. No, sir. 

Mr. Mirrcenev.. Was this a rather cause celebre in the Department ? 

Mr. McInerney. No, sir 

Mr. Mirenen.. Because of the fact that it had the names of dis- 


2 
> 
tinguished people, Admiral Halsey and Mr. Stettinius, didn’t that lift 
it out of the ordinary ? 
Mr. McInerney. I would say not, sir. 
Mr. Mrreneni. And the present status in the Criminal Division is 
what? 
Mr. McInerney. Under investigation. 
Mr. Mrrceuets. When did it begin to be under investigation ? 


Mr. McInerney. December 1951. 

Mr. Mrrenevi. What is the difference between “under investigation” 
and “under consideration” ? 

Mr. McInerney. Well. the Fulbright committee referred it to 
the Hoey subcommittee April 6, 1951. I believe Maritime then started 
gathering up this material and it came to us on June 15, with many 
open spaces in it and I would say in a very poorly integrated condi- 
tion because of the lack of investigation. It consisted largely of 
documents. We could not establish the complicity or guilt of anyone 
on the basis of what we had. 

Mr. Krouse who received it as a spec ial assignment, about the first 
week of September 1951, tells me that he consulted approximately 75 
times, with Maritime officials between September and December and 
visited their offices on about 20 occasions and called them upon nu- 
merous occasions. He submitted memoranda of analysis of the 
various fact situations starting in October and at the end of Novem- 
ber he started submitting memoranda to the FBI for investigation. 
I tried to read these memoranda and understand them in the office 
and they were so complex that I could not understand them. 

Mr. Mrrenecy. It included many companies and individuals? 

Mr. McInerney. About 38 interlocking companies and some 47 
tankers. I took them home over week ends and I conferred with them 
and said, “You will have to give the FBI better guidance than these 
memoranda do in order to get this investigation done.” 

I think we recast the memorandum to the FBI on three oceasions 
and finally sent it out in December. 
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Mr. Mircueiyi. That is when it was under investigation ? 

Mr. McInerney. Yes, sir. 

Mr. Mircnein. By that you mean it is under investigation by the 
FBI? 

Mr. McInerney. Yes, sir. 

Mr. Mircnevn. Previous to that it was under consideration by the 
Criminal Division ¢ 

Mr. McInerney. I would say under study and analysis and Mr. 
Krouse was over at Maritime pulling out additional documents and 
vdditional files and trying to close the open spaces. 

Mr. Mrrenevn. Then along at the end of January 1952, the an 
nouncement of Mr. Morris’ appointment was made and you learned of 
that ? 

Mr. McInerney. Yes, sir. February 1. 

Mr. Mirenet.. Was it at that time that you had the conference 

th Attorney General MeGrath / 

Mr. McInerney. It was several days prior thereto. 

Mr. Mircut LL. Where did that conference take pla e¢ 

Mr. McInerney. In the office of Congressman Celler. 

Mr. Mircnenn.. It was related to Mr. Morris’ appointment, vou say / 

Mr. McInerney. Yes, sir. 

Mr. Mirenecn. Will you state what the substance of it was? 

Mr. McInerney. The other candidate for the position, Mr. Cody 
Fowler, former president of the American Bar Association, had 
tentatively accepted, on about January 25, and tlie President was so 
informed. I believe on Friday, about the Friday before January 29, 
Mr. Fowler’s partner came to Washington and they discussed it some 
more and on Saturday, the 26th, Mr. Fowler declined the appoint 
ment. 

Mr. MITCHELL. He was a former president of the American Bar 
Association ? 

Mr. McInerney. Yes, sir. On the following Tuesday, January 29, 
you gentlemen were deliberating on the resolution as to whether or not 
to investigate the Department of Justice. I was in Mr. Celler’s office 
with Mr. MeGrath waiting tosee whether this committee would afford 
Mr. McGrath an opportunity to be heard. 

Mr. Mrrcne tt. Who else was present ? 

Mr. McInerney. Mr. Duggan. Mr. Duggan left the room and as 
a matter of conversation | inquired of the Attorney General as to 
whether, now that Mr. Cody Fowler had declined, whether he had 
anyone else in mind, and he said Newbold Morris: I stated to him 
and it is difficult for me to recall, of course, or impossible to recall—I 
said something like this, that “Mr. Morris’ firm is on the edge of the 
tanker transactions,” and Mr. McGrath said to me, “Check into that 
and let me know.” 

Mr. Mircneuwni. Is that all that was said of Morris? 

Mr. McInerney. Yes, sir. 

Mr. Mrrenev.. Did you check into it then and let him know / 

Mr. McInerney. I checked into it. 

Mr. Mrrceneti.. When? 

Mr. McInerney. When I got back into the office on Tuesday, the 
29th, I called Mr. Allen Krouse. 

Mr. Keattne. I thought it was the 29th you were talking about. 

Mr. Mrircnety. It is. Then he went back that afternoon. 
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Mr. McInerney. On January 29, upon my return to the office | 
called Mr. Allen Krouse and found that he was out sick. I called hi: 
home and he was not answering his phone. I was unable to reach him 

On the following day, Wednesday, I was before the King committe: 
and I had to take a train leaving the King committee to New York 
I returned Thursday morning. I again called Mr. Krouse an 
finally reached him at home. He was still ill. I inquired as to the 
place of Mr. Morris in the tanker transaction. He told me that as of 
that date there was no indication of any complicity on the part of Mr. 
Morris and the matter was still under investigation. 

As a matter of fact, Mr. Morris never did emerge as a personality 
in this entire situation until the Hoey committee hearings in March of 
this year. 

I called the Attorney General's office on Thursday, the 31st, about 
noon. The secretary answered that he was not in. I left a message, 
asking to be called. Subsequent to that I had no communication with 
the Attorney General prior to the appointment of Mr. Morris, the next 
noon. 

Mr. Mrrenets., On February 14 

Mr. McInerney. Yes, si 

Mr. Mrreneni. Did com insist on talking to him about your 
quiry ‘ 

Mr. McInerney. No, sir. 

Mr. Mrrenens.. Did you ever talk to him about it ‘ 

Mr. McInerney. No, sir. 

Mr. Mirene t.. Did you ever talk to Attorney General McGrath 
about it? 

Mr. McInerney. No, sir. 

Mr. Mrrenevi. And the appointment was made and until this time 
there has been no further discussion about the matter ? 

Mr. McInerney. No, sir. 

Mr. Mrremety. Was there any difference, after that February 1 
appointment of Mr. Morris, in the activity of the Criminal Division 
under your direction, on the tanker cases, as compared with whatever 
that activity was before that time ? 

Mr. McInerney. Yes, sir. 

Mr. Mrrcenete. What was the difference ? 

Mr. McInerney. On the occasion of the hearings before the Hoey 
subcommittee, we ordered the transcript of those hearings. I believe 
they started on February 18 and concluded about March 14, and those 
hearings and the testimony taken served to delineate and give emphasis 
to the place of Mr. Morris in these tanker transactions. To that extent 
I would say that he received some investigative attention, as we had not 
received any FBI reports in the interim. So it was solely by reaso 
of the testimony before the Hoey committee that the picture, : 

Mr. Morris, was accelerated to some degree. 

Mr. Mircuent. Mr. Krouse testified that he studied those tran 
scripts, at your direction, I assume. 

Is the matter, as it now stands—is it still under investigation ? 

Mr. McInerney. Yes, sir. 

Mr. Mrrciete. Could you give the committee any estimate as to 
when some conclusion will be reached ? 

Mr. McInerney. That would depend upon the receipt of the investi- 
gative reports. 
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Mr. Mrrcunetu. You are waiting for the FBI to complete investiga- 
tion under the assignments given to it / 

Mr. McInerney. Yes, sir. 

Mr. Mircuet.. Is it impossible, as a general rule, Mr. McInerney, 
to set even a tentative time limit on matters of this kind? I appreciate 
this one is very involved. 

Mr. McInerney. Are you speaking with respect to this particular 
matter, sir? 

Mr. Mircnet.. I would like to speak with respect to this and gen- 
erally as to any time limit. 

Mr. McInerney. I would say that it would be almost impossible to 
predict a time limit on this case because of its complexity. I would 
say that it would be very difficult to fit this case within the framework 
of a criminal prosecution if we have to trace citizenship through the 
books and records of some 28 corporations. 

Mr. Mrrcenent.. But normally you could make some estimate about 
how long it would take to write it down and decide what you are going 
to do about it ? 

Mr. McInerney. Yes, sit 

Mr. Mrrcneti. Do you operate on some kind of a time limit system 
with your employees to indicate to them when they should finish a job ? 

Mr. McInerney. No, sir. 

Mr. Mircnetn. The case is referred to an individual and it stays 
with him until he finishes it. 

Mr. McInerney. The FBI moves just as fast as it possibly can. 

Mr. Mircneny.. It is also a question of the employees within your 
own Division; isn’t it ? 

Mr. McInerney. Yes, but we cannot work without the investigative 
tools and the reports. 

Mr. Mircnevn. And they do the work for you? 

Mr. McInerney. Yes, sir. 

Mr. Mirenetn. Was Mr. Krouse employed to work on this case? 

Mr. McInerney. Yes, sir. Employed ¢ Yes. Was he brought 

nto the Department to work on this case / 

Mr. Mirceuecy. Yes. 

Mr. McInerney. No, sit 

Mr. Mircenevt. What was he employed to do? 

Mr. McInerney. He was employed as an attorney in the Criminal 
Division to be placed in the Trial Section. 

Mr. Mircue tt. And when he came in you found him available and 
assigned him to this job? 

Mr. McInerney. When he came in, I recall that he had worked 
on the May-Garsson case. I called the head of the Trial Division, 
Mr. Paisley, and someone else whose name I cannot recall, and in- 
quired as to whether he would be capable of taking on a complex case 
of this character and I was informed that he could. 

Mr. Krouse had some 15 years’ experience in the United States 
attorney’s oflice prior to coming with us. 

Mr. Mircuetyi. The committee has no doubt that he has worked 
intelligently and industriously on it, from his own testimony. 

Do you have personal knowledge of where he was located when 
he was doing this work? Did you know where his desk was? 

Mr. McInerney. I did; yes, sir. 

Mr. Mircne.yi. Where was it? 
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Mr. McInerney. It was about—part of the time it was down about 
three doors from my office and across the corridor. 

Mr. Mrrcuetn.. Was he moved from that location ¢ 

Mr. McInerney. Yes, sir. 

Mr. Mrrcuet.. Where ? 

Mr. McInerney. I do not know, sir. 

Mr. Mircuety. As a matter of fact, he did not have a desk or a 
location for some 2 or 3 months; is that not right ? 

Mr. McInerney. Yes, sir. We are pretty cramped for space down 
there. 

Mr. Mrrene.t. And then he was moved to a temporary building 
where space was leased ¢ 

Mr. McInerney. Yes, sir. 

Mr. Mrrene yi. And he did not have a file cabinet. He was keeping 
these files on top of his desk. 

Mr. McInerney. I am not aware of that, sir. 

Mr. Mrreneuy. I am not pressing the point except this committee 
has heard a good deal about the sanctity of files and these are the 

une type of Department of Justice files that have that sanctity; 
have they not? This was an important case and the files must be 
taken care of; is that not correct ¢ 

Mr. McInerney. Certainly. 

Mr. Mrreneui. The first FBI file that would relate to Mr. Morris, 

s L understand you, Mr. McInerney, would be that following the De- 
cember investigation ? ‘ 

Mr. McInerney. Yes, sit 

Mr. Mrrenetyi. You had no knowledge of any name check or FBI 
file on Mr. Morris before? 

Mr. McInerney. No, sir. I do not know what you are referring 
to with respect to that name check, Mr. Mitchell. 

Mr. Mrrcnez. I am not sure, either. 

Mr. McInerney. Ordinarily we do not make a name check when 
we request an investigation. 

Mr. Mrrceue ty. That is all I have, Mr. Chairman. 

Mr. Cuetr. Mr. Keating. 

Mr. Kearine. At this conference in Mr. Celler’s office, Mr. Me- 
Inerney, a few days before Mr. McGrath’s a eegE ers of Mr. Morris, 
I understood you to say that you then called Mr. McGrath’s attention 
to the fact that Mr. Morris’ firm was, as you put it, “on the edge of 
the tanker transactions.” Did you explain what you meant by him, 
Mr. Morris, being “on the edge of the tanker transaction” ? 

Mr. McInerney. No, sir; because at that time the name of Newbold 
Morris did not mean anything to me and I did not know 

Mr. Keating. Except that vou did know that he was involved with 
these companies in this case ? 

Mr. McInerney. Yes, sir; but I did not know what the up-to-the- 
minute status of the investigation was at the time the name of New- 
bold Morris was furnished to me by the Attorney General. 

Mr. Krarine. Did you know that it had already gone into the in 
vestigation stage? 


Mr. McInerney. Yes, sir 
Mr. Keartne. But you had not had an up-to-the-minute report 
from the FBI on the status of the investigation ? 
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Mr. McInerney. I did not know whether we had received FBI re- 
ports or not. 

Mr. Keating. Did you feel that Mr. McGrath understood what you 
meant by your saying that Mr. Morris was “on the edge of the tanker 
transactions” ? 

Mr. McInerney. I could not be sure of that, sir. 

Mr. Keating. Did he ask you for any further detail as to what you 
meant by “the tanker transactions” or being “on the edge of”? 

Mr. McInerney. No, sir: he just asked me to check it. 

Mr. Keating. Was Mr. Celler present at the time / 

Mr. McInerney. No, sir. 

Mr. Keating. He was here in a meeting? 

Mr. McInerney. Yes, sir. 

Mr. Keatine. Did you indicate to him what these tanker transac 
tions were which Mr. Morris was on the edge of ? 

Mr. McInerney. No, sir. 

Mr. Keatine. Did you exploin whether they were criminal or civil 
matters ¢ 

Mr. McInerney. I do not recall, sir. 

Mr. Kearine. Did it appear to you that Mr. McGrath knew some- 
thing about tanker transactions? 

Mr. McInerney. I assume that the tanker transactions were in the 
public domain pretty much at the time, and I did not feel as if he 
needed any footnotes on that. 

Mr. Keatine. That is what I am getting at. If you said to the 
ordinary person out of the blue, ““Mr. Morris’ firm is on the edge of 
the tanker transactions,” he might not know what you are talking 
about. Mr. McGrath appeared to know what you were talking about ¢ 

Mr. McInerney. I cannot say that, sir. 

Mr. Keatrrna. You would not say that he did not? 

Mr. McInerney. No, sir. 

Mr. Keating. You spoke in a menner in which you expected to be 
understood ¢ 

Mr. McInerney. Certainly. 

Mr. Kratine. You were not trying to be enigmatic about it with 
Mr. MeGrath. You were trving to give him a warning about what 
you knew about Mr. Morris; is that not right ? 

(No response. ) 

Mr. Keatinea. That is in general. Not in particular. 

Mr. McInerney. Well, I do not know whether the word “warning” 
is the correct word or not, sir. 

Mr. Keratine. Well “knowledge” at least. 

Mr. McInerney. Yes, sir. 

Mr. Keattnc. Your purpose of bringing up the subject was in or- 
der to give Mr. McGrath knowledge that there were pending in your 
Division matters involving Mr. Morris or his firm ? 

Mr. McInerney. Yes, sir. 

Mr. Keatine. That is a fair statement; is it not? And he told 
you to check into it and let him know. 

You did check into it with Mr. Krouse, and finally when you reached 
Mr. Krouse you called Mr. McGrath’s office the day before the appoint- 
ment. Is that right? 

Mr. McInerney. Yes, sir. 
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Mr. Keating. The secretary said he was not in. 

Mr. McInerney. Yes, sir. 

Mr. Keatinc. Did you leave any message / 

Mr. MoInerney. I just asked to be called, sir. 

Mr. Keatine. Did you try again to get him ¢ 

Mr. McInerney. No, sir. 

Mr. Kratine. He did not call ? 

Mr. McInerney. If I might say, I have a recollection that for the 
first time in 18 years I went home sick myself that afternoon; and, 
Friday morning being Cabinet, I would never bother him on Friday 
morning, and at noon the thing was done. 

Mr. Keating. Your recollection is that you were ill that Friday 
morning ? 

Mr. McInerney. Friday afternoon, sir. 

Mr. Keatine. Thursday afternoon, do you mean? 

Mr. McInerney. Yes, sir. The Attorne vy General may have called 
me on the box—we have an intercommunicating phone, direct, and if 
I were not at my desk it would not be heard, and he may have called 
me back. I do not know, sir. 

Mr. Keattnc. When did you first learn of the appointment of Mi 
Morris; when you read it in the paper? 

Mr. McInerney. Yes, sir. 

Mr. Keating. Did you then goto Mr. McGrath and tell him / 

Mr. McInerney. No, sir. 

Mr. Keating. Did you ever discuss with Mr. McGrath after 
appointment what you had discovered regarding Mr. Morris? 

Mr. McInerney. I discussed with Mr. McGrath the status of Mi: 
Morris in the light of the Hoey committee hearings. 

Mr. Kratine. Up to the time of the Hoey committee meetings you 
never discussed it with Mr. MeGrath ? 

Mr. McInerney. No, sir. 

Mr. Keatine. After the Hoey committee meetings you did hav 
a talk with Mr. MeGrath about it ? 

Mr. McInerney. I believe I did, sir. 

Mr. Kratine. Was that in early March / 

Mr. McInerney. It started February 18, and I believe they rai 
until March 14. 

Mr. Keattnc. You would say sometime after March 14, or during 
that period ? 

Mr. McInerney. I would say I just cannot fix that time, but it was 
around the time of Mr. Morris’ testimony, his own testimony. 

Mr. Kearine. Did you bring up the subject with Mr. MeGrath o1 
did he ask you? 

Mr. McInerney. I cannot remember, sir. 

Mr. Kearine. Did he at any time ask you what you had meant by 
the statement in Mr. Celler’s office that Mr. Morris was “on the edge of 
the tanker transaction” ? 

Mr. McInerney. No, sir. 

Mr. Kearine. In the light of the Hoey revelations, would you tel! 
us what your conversation with Mr. McGrath was then 

Mr. McInerney. I would say that it had to do with possible loss of 
public confidence in Mr. Morris in his status as Special Assistant 

Mr. Kearine. What did you say regarding that ¢ 
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Mr. McINerNeEy. Just about that: that Mr. Morris’ usefulness might 
be impaired by reason of his testimony. 

Mr. Keatine. And did Mr. McGrath agree with that or question it / 

Mr. McInerney. I do not remember, sir. 

Mr. Keatrne. It was a voluntary statement made by you to him, 
if your own accord ¢ 

Mr. McInerney. I remember a discussion. I can’t recall the cir- 

umstances., 

Mr. Keatrine. You do not remember whether he called you in for a 
conference 

Mr. McInerney. No, sir; I am quite positive that I was there on 
other business and this conversation came up. 

Mr. Keatina. You do not recall what his reaction to your suggestion 
was ¢ 

Mr. McInerney. No, sit 

Mr. Keatine. Was anyone else there, at that time? 

Mr. McInerney. Yes, sir; I am quite sure there were, but I believe 
[ remained behind to discuss a number of matters in the Criminal 
Division, and this matter took place between the two of us. 

Mr. Keratina. And at that conversation you do not recall that there 
was anyone else present ? 

Mr. McInerney. No, sir. 

Mr. Coeur. Mr. aie 

Mr. Rocers. No questions. 

Mr. Cuetr. Mr. Rodino. 

Mr. Roprno. I have no questions. 

Mr. Cueir. Mr. Hillings. 

Mr. Hitiines. No questions. 

Mr. Cueir. Mr. Bakewell. 

Mr. Bakewe.i. No questions. 

Mr. Cuetr. Mr. Rogers. 

Mr. Rogers. Do I understand you did discuss criminal cases with 
Mr. McGrath ? 

Mr. McInerney. Yes, sir. 

Mr. Rogers. How often would you discuss such things with him? 

Mr. McInerney. Probably several times a week. 

Mr. Rogers. You had not at any time prior to the conversation that 
you had with the former Attorney General in Mr. Celler’s office ever 
discussed the tanker cases with him ? 

Mr. McInerney. Never, sir. 

Mr. Rocers. And is your division confined exclusively to the Crimi- 
nal Division ? 

Mr. McInerney. Yes, sir; we handle all criminal! matters except 
two—tax evasion and antitrust. 

Mr. Rogers. There would never be any occasion for you, prior to 
the time that you talked to Mr. McGrath, or former Attorne vy General 
McGrath, in Mr. Celler’s office, to discuss any criminal matters, as they 
dealt with Newbold Morris? 

Mr. McInerney. No, sir; no question of policy requiring his atten- 
tion had arisen in the case. 

Mr. Roeers. I thank you; that will be all. 

Mr. Ropino. Mr. Chairman, I have just one question. 


Mr. Cuetr. Mr. Rodino. 
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Mr. Roptno. Mr. McInerney, I believe you stated that it was purel) 
because you heard of the declination of Mr. Fowler that you mentioned 
to Mr. McGrath that Mr. Morris was on the edge of the tanker trans 
actions. 

Mr. McInerney. Yes; it was just a matter of the conversation in th: 
chairman’s office that I inquired whether he had anybody else in mind 
There was no indication that he had him in the front of his mind o1 
that it was up for immediate action. He was just another candidate. 
We had been talking about candidates, I guess, for about 5 weeks. | 
felt that this was going to be a long-distance thing, and I was aided in 
arriving at that judgment by reason of the fact that this committe: 
had voted its resolution that day, January 29, and I thought the 
Attorney General would reconsider whether he wanted to bring in 
special assistant, in view of your resolution, and that it might be a 
matter of weeks before he would actually appoint anyone, if anyone. 

Mr. Roprno. But up until that time it was your impression that 
Mr. Fowler was going to be the person appointed ? 

Mr. McInerney. Very definitely. 

Mr. Kearina. I am not sure what you mean - a long-distance mat 
ter. You meant it was something that would be taken up much late 
in point of time. 

Mr. McInerney. Yes, sir. 

Mr. Keatina. In other words, perhaps you felt that he concluded 
the investigation by this committee would be suflicient to do away with 
the necessity of the appointment of any special investigator ¢ 

Mr. McInerney. That entered into my thinking, that the appoint 
ment of Newbold Morris would not be as quick as it was. 

Mr. Kearine. Of course, Mr. Morris was appointed as a corruptioi 
investigator throughout the Government, whereas our committee’ 
jurisdiction is limited. 

Mr. McInerney. I understand that, sir. 

Mr. Kearine. But even so, you thought that it might have an effect 
upon the decision of the Attorney General about appointing anyone / 

Mr. McInerney. Yes, sir. 

Mr. Cueir. Are there any other questions, gentlemen ? 

Thank you very much. 

At this time, for the purposes of the record, the Chair has been 
eres by unanimous vote to release the testimony heretofore made 

by Mr. Krouse in executive session, and excerpts from that are avail- 
able to anyone who needs them, gentlemen of the press or anyone else. 

With that we will recess until W ednesday morning at 10 o’clock, 
when we have Mr. Vanech to appear in open session, and Mr. Teague, 
of Texas, a Member of Congress, and then at 11 o’clock we will have 
an executive session. The two sessions pertaining to Mr. Vanech and 
Mr. Teague will be in open session at 10 o’clock Wednesday morning. 
We will recess until that time. 

(Whereupon, at 4: 10 p. m., the subeommittee recessed, to reconvene 
at the call of the Chair.) 
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MONDAY, MAY 12, 1952 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE To INVESTIGATE THE 
DEPARTMENT OF JUSTICE, OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 346, 
House Office Building, Hon. Frank L. Chelf (chairman of the sub- 
committee) presiding. 

Present : Messrs. Chelf, Ramsay, Rodino, Rogers, Keating, Hillings, 
and Bakewell. 

Also present: Stephen A. Mitchell, chief counsel; Daniel G. Ken- 
nedy, associate counsel; and Robert A. Collier, assistant counsel and 
chief investigator to the committee. 

Mr. Cuetr. The meeting will come to order. 

For the record, Mr. Vanech has been excused until tomorrow. The 
subcommittee has voted to release his testimony given previously in 
executive session. 

At this time, Mr. Hillings would like to read the previous testimony 
of Mr. Vanech and then Mr. Best, one of our investigators, will con- 
clude the testimony. 

Mr. Hitirnes. A summary of the testimony given by Deputy 
Attorney General Vanech in executive session intended to be directed 
to him personally, follows: In order to save time, I will summarize 
as fairly and briefly as possible the previous testimony heard by this 
subcommittee concerning Mr. Vanech. 

The former Attorney General, Mr. McGrath, has testified that the 
position of Deputy Attorney General, which Mr. Vanech has held 
since being appointed by him on September 28, 1951, is probably the 
most important in the Department next to the Attorne »y General him- 
self; and that he chose him for the post primarily because of his 
seniority in the Department, and also because he had made a good 
record while in charge of the Lands Division, had a good personality. 
and great ability to get along with people. 

On the occasion of Mr. Vanech’s previous appearance before this 
subcommittee in executive session, he testified at some length and 
with commendable frankness concerning his career in the Department 
of Justice, his qualifications and experience for the important position 
he now holds, and the circumstances surrounding his admission to 
the bar. 

It appears from the evidence thus far that he was graduated 
1925 from Peekskill Military Academy, a secondary school; that the 
notation contained in his Who’s Who biography to the effect that he 
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holds a B. S. degree from that institution is an error on the part of 
his secrets ry and overlooked by him on at least two occasions whe) 
correcting other errors in the | ography ; ; and that he has taken steps 
recently to correct it. 

He has testified that he entered the employment of the Department 
of Justice in 1933 at the instance of Mr. Homer Cummings, former 
Attorney General; that his duties were then in the Admunistrativ: 
Division of the Department, but that he desired to get into legal work 
In pursuit of this ambition, he enrolled in the Washington College of 
Law, continuing his work by day and taking his courses at night 
Prior to completing the course, he took the bar examination in the 
State of Virginia one time and failed. 

According to his testimony, he then took the District of Columbia 
bar examinations on three occasions between 1936 and 1938, each time 
without success. 

In 1939 he made application to take the examination for admissio1 
to the bar of the State of Tennessee. The laws of Tennessee at that 
time, according to his testimony, provided that nonresidents might 
qualify for admission to the bar in that State by fr “xe under 
oath their intention to reside and practice law in Tennessee. He 
swore to such an intention, and now states that Ms had previously 
arranged with his superiors in the Department of Justice to be trans 
ferred to Tennessee to assist in the trial of war risk cases there, or, 
in the alternative, enter upon the practice of law in Tennessee with 
a friend, Paul Luten, who had had a law office in Tennessee for years. 
At this time, he testified, he was residing at No. 2929 Connecticut 
Avenue, Washington, D. C., and also maintaining a voting residence 
in the State of Connecticut. 

In January 1940 he went to Tennessee and took the examinations 
and in March 1940 was notified that he had passed. The record shows 
that on May 8, 1940, he was admitted to the Supreme Court of Ten 
nessee ; but the record also shows that on the previous day, May 7, 1940, 
he was admitted to the United States District Court in Tennessee. 

Thereafter he immediately returned to Washington and to his duties 
in the Justice Department. Four months elapsed during which he 
was not transferred to Tennessee, and then, according to his testimony, 
he was transferred to the Office of the Assistant to the Attorney Gen 
eral, as a result of which he states that he was compelled to forego his 
intention to practice in Tennessee. 

In 1944 he was admitted to the Supreme Court of the United States 
at which time he was sponsored by Homer Cummings, Senator Ken- 
neth McKe I ar, and Estes Kefauver, then a Member of the House. 

Twelve years have passed since his admission to the bar in Ten- 
nessee. Since then he has not been in Tennessee except to pass through 
or stop briefly en route to other destinations; he has never voted in 
the State; never paid any State tax of any nature; never applied for 
membership in any State or local bar association in the State, or taken 
any overt step toward establishing a residence in Tennessee. He has 
testified here that it was his intention to practice in Tennessee when 
he applied for admission there, and that it remains his intention today 
to go to Tennessee, where Mr. Luten has an office, and where he will 
have an office the minute he leaves the Government. 

Mr. Chairman, that is a brief summary of the high points in the 
testimony given by Mr. Vanech to this subcommittee. 
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Mr. Cueir. Would you care to question Mr. Best ? 

Mr. Hiniines. Yes, sir. 

Mr. Cuetr. Mr. Best. do you swear to tell the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Best. I do. 


TESTIMONY OF L. MORRIS BEST, INVESTIGATOR FOR THE SUBCOM- 
MITTEE TO INVESTIGATE THE DEPARTMENT OF JUSTICE 


Mr. Cuetr. Give your full name for the record. 

Mr. Besr. L. Morris Best. 

Mr. Cue.r. Give your official capacity in regard to the committee. 

Mr. Best. Investigator for the Subcommittee To Investigate the 
Department of Justice. 

Mr. Cuetr. Proceed. 

Mr. Hixines. Mr. Best, you went down to Tennessee about April 
30 of this year? 

Mr. Best. Yes, sir. 

Mr. Hituines. Whom did you see when you made that trip? 

Mr. Best. Trent Westbrook, sheriff of that county and long-time 
resident, and practicing lawyer J. E. Tubb. 

Mr. Hiniines. Could you determine whether or not Mr. Paul Luten 
has ever practiced law at Waverly which is his residence ¢ 

Mr. Best. The investigation disclosed that, to the knowledge of 
both Sheriff Westbrook and Mr. Tubb, Mr. Luten has never had an 
office in Waverly, Tenn. They are both personally acquainted with 
Mr. Luten and have known him for many, many years, and Mr. 
Westbrook, who has been sheriff since 1946, and is bailiff in all of the 
courts, has never served any papers on Mr. Luten. 

Mr. Hitires. Deputy Attorney General Vanech testified before 
this committee that he had already made plans to go into practice 
of law with Mr. Luten when he left the Government. In your con 
versation with the men you mentioned, you thoroughly explored 
the question of whether Mr. Luten had been practicing law ¢ 

Mr. Besr. That is correct. 

Mr. Hitiincs. Was Mr. Luten admitted to practice law! 

Mr. Best. Mr. Luten was admitted to practice law in Tennessee. 

Mr. Hiwxines. Can you give us the approximate date ? 

Mr. Best. I do not know the exact date, but it was prior to 1933. 
Mr. Luten is, I believe, 52 years old. In about 1933, according to 
Mr. Luten, he came to Washington, D. C., preceding the arrival of 
Mr. Vanech. Shortly after his arrival and shortly after Mr. Vanech’s 
arrival, they both met in the same section of the Department of 
Justice and from that day until 1942 Mr. Luten was an attorney 
in the department. Mr. Luten left the Department and went into 
the Army in 1942. 

Shortly after his service in the Army, he came back to Waverly 
to settle up his father’s estate and since that time has been in the 
wholesale grocery business styled J. D. Luten & Co. 

Mr. Hirurnes. But he has not actively engaged in the practice of 
law ¢ 

Mr. Best. Not according to the information I have. 

Mr. Hinxres. Did you talk to Mr. Luten? 
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Mr. Best. I talked with Mr. Luten on April 10. 

Mr. Hitiines. That was April 10, 19524 

Mr. Best. Yes. 

Mr. Hitiines. What was the substance of your conversation with 
Mr. Luten? 

Mr. Best. What I stated before—his arrival in Washington, meet 
ing Mr. Vanech, his association with the Department, and his coming 
back from the Army to settle up the estate of his father and gomg into 
the wholesale grocery business. 

Mr. Hinuines. Did Mr. Luten indicate that he and Deputy Attorney 
General Vanech had made plans to practice law in Tennessee ? 

Mr. Besr. Mr. Luten stated that sometime in 1939, prior to the 
election of that year, he and Mr. Vanech talked about practicing 
law. 

Mr. Hitzines. Did Mr. Luten give you the essence of that con 
versation ¢ 

Mr. Best. The subject of law came up sometime in 1939, prior 
to the election when they thought possibly they would have to leave 
the Department if the Republicans were victorious. Taking the 
Tennessee bar was brought up. Mr. Luten does not remember who 
brought the subject up. He mentioned knowing that Mr. Vanech 
went down to take the bar at Knoxville: that subsequently Mr. Vanech 
informed him that he had been sucessful and passed; that later on, 
which was a short time after being informed that he passed, he went 
cown to Nashville and was admitted to the Supreme Court of 
‘Tennessee. 

Mr. Hitzines. Had Mr. Luten made any plans to set up a law 
practice with Mr. Vanech since that time ¢ 

Mr. Best. On April 10, Mr. Luten in regard to that question stated 
he and Mr. Vanech had talked about practicing in Tennessee and 
opening an office in Nashville or the middle Tennessee area. 

Mr. Hitirnes. When was this? 

Mr. Best. At-the time of taking the bar in 1939. Nothing was 
ever done about opening an office except talking about it. 

Mr. Hitures. Mr. Luten indicated to you that there were no pres- 
ent plans set out by Mr. Vanech and Mr. Luten about going into the 
practice of law? 

Mr. Best. Yes, sir. 

Mr. Hituines. Do you know whether or not Mr. Luten and Mr. 
Vanech talked in March or April of this year? 

Mr. Besr. The information I have relative to this question was 
obtained on April 9 when I interviewed Mr. Horace Frierson. 

Mr. Hitzines. What was his position ? 

Mr. Best. In 1940 he was United States attorney for the Middle 
District of Nashville. 

Mr. Hittras. Did he sponsor Mr. Vanech’s admission ? 

Mr. Best. It is so indicated on the court records. Mr. Frierso1 
was United States attorney at that time. In the interview with Mr. 
Frierson, he told me that within the week he had received a telephone 
eall from Mr. Paul Luten, of Waverly, Tenn., who told him that he 
had had a telephone call from Mr. Vanech, and in the conversation 
Mr. Vanech requested that he call Mr. Frierson and say “hello” for 
him. That is all the knowledge the committee has regarding the 
telephone call. 
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Mr. Kearine. Right at this present time Mr. Luten is in the whole- 
sale grocery business and is not practicing law ¢ 

Mr. Best. Yes, sir. 

Mr. Kennepy. Did Mr. Frierson tell you anything at all about what 
the conversation was between Luten and Vanech ? 

Mr. Best. A portion oft that conversation dealt with Mr. Vanech 
and his intention of practicing law in Tennessee. 

Mr. Kennepy. His present or past intention / 

Mr. Best. I can’t answer that question. 

Mr. Hitiines. Have you given us, Mr. Best, all of the conversation 
you had with Mr. Frierson about what Mr. Luten had told 
he called him ¢ 

Mr. Bresr. Mr. Frierson stated that Mr. Luten told him he had been 
in the Department with Mr. Vanech, and that he knows Mr. Vanech 
had planned to practice law. 

Mr. Kratine. Mr. Luten called Mr. Frierson because Vanech had 
requested it ? 

Mr. Besr. Mr. Vanech had requested that he telephonically contact 
him and say “hello.” 

Mr. Hinures. Mr. Luten never did, even prior to coming to Wash- 
ington, practice law in Tennessee ? 

Mr. Best. So far as Mr. Tubb and Mr. Westbrook knew, he had not. 
Mr. Tubb has known Mr. Luten almost all his life. Shortly after 
finishing law school and passing the bar, Mr. Luten went out to Colo- 
rado and practiced law with his uncle who resided there. 

Mr. Rogers. Did you find anyone who stated that Mr. Vanech had 
no intention of going to Tennessee at the time he took the examina- 
tion ? 

Mr. Best. No, sir. 

Mr. Rogers. Did you make an investigation into whether or not a 
number of lawyers may practice “out of the pocket” without the main- 
tenance of an office ? 

Mr. Best. I did not cover that point. 

Mr. Rocers. Mr. Luten and Mr. Vanech had been friends? 

Mr. Bresr. Mr. Frierson did not elaborate. He had to consult his 
notes. 

Mr. Roarers. Mr. Luten did not maintain a law office in Tennessee ? 

Mr. Best. No, sir. 

(Discussion held as to sending copies of testimony to Acting Attor 
ney General Perlman, and regarding McGranery. ) 

Mr. Hritzuines. Mr. Chairman, on this Vanech matter, I wanted to 
discuss the substance of Mr. Vanech’s testimony with regard to the 
Fallbrook Water case. Or shall we discuss it if Mr. Vanech desires 
to appear before the committee. 

Mr. Cuetr. I rather doubt the propriety of raising that question, 
now. 

We will request Mr. Vanech to come some day this week. 

If there are no more questions, we shall recess at this time. 

(Whereupon, at 11 p. m., the subcommittee recessed, to reconvene 
at the call of the chairman. ) 
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FRIDAY, JUNE 6, 1952 


Howse or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE TO INVESTIGATE THE DEPARTMENT 
oF JUSTICE OF THE COMMITTEE ON THE JUDICIARY. 
Washington, dD. G&G 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
46, House Office Building, Hon. Frank L. Chelf (chairman of the 
subcommittee) presiding. 

Present: Messrs. Chelf, Ramsay, Rodino, Rogers, Keating, and 
Hillings. 

Also present: Stephen A. Mitchell, chief counsel; Daniel G. Ken- 
iedy, associate counsel: Robert A. Collier, assistant counsel and chief 
investigator; and L. M. Best, investigator. 

Mr. Cuetr. The meeting will come to order. 

Will the record show there is a quorum here, Mr. Hillings, Mr. 
Keating, and Mr. Rogers. 

The first witness is Mr. Frank H. Weitzel, assistant to the Comp- 
troller General. 

Do you solemnly swear the statements you are about to make on this 
occasion will be the truth, the whole truth, and nothing but the truth, 
so help you God ¢ 

Mr. Werrzex. I do. 


Mr. Cuetr. You may proceed. 


TESTIMONY OF FRANK H. WEITZEL, ASSISTANT TO THE COMP- 
TROLLER GENERAL; E. L. FISHER, GENERAL COUNSEL, GENERAL 
ACCOUNTING OFFICE; AND N. N. ENGLEBERG, ATTORNEY, GEN- 
ERAL ACCOUNTING OFFICE 


Mr. Werrzet. Mr. Chairman and members of the committee, the 
Comptroller General appreciates your invitation to present a state- 
ment on the problems raised by the Contract Settlement Act of 1944 
and the experience of the General Accounting Office. Mr. Warren 
regrets that he is unable to appear in person. 

The General Accounting Office, as the committee knows, is the audit 
agency of Congress for eel on all Federal financial transactions. 
Normally, the Comptroller General settles the accounts of those in 
the executive branch who spend the funds appropriated by Congress. 

When Congress first was considering legislation on the settlement 
of terminated war contracts, the ¢ ‘omptroller General appeared before 
every congressional committee having jurisdiction and consistently 
and strongly urged that the legislation provide for an independent 
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wdit before the settlements became final because (1) tremendous sun 

were Involved, (2) many of the settlements would be made by col 

tracting officers who as a group already had proved overgenerous to 
contractors and had shown no indication that they would improve i 
settling terminations, and (3) negotiated settlements without inde 
pendent audit opened a fertile field for fraud. Mr. Warren gave in 
stance after instance of inept and inefficient contracting officers who 
were “dishing out and giving away the property and the money Uf the 
United States with reckless abandon.” He wrote the Special Com- 
mittee on Postwar Economic Policy and Planning that— 

I would be lacking in candor and frankness and would fail in my concept of 
my duty as Comptroller General and the obligation that I owe to the Congres 
if I did not say to you that the provisions under the heading “General Account 
ing Office” section 16 * * offer no protection whatever to the public funds 

* *” * * * * 7 

Under the provisions of this bili * * * I am convinced the taxpayers of 
this country will pay a frightful toll. 

Regardless of his warnings, the Contract Settlement Act of 1944 
left an independent audit by the General Accounting Office com 
pletely out of the scheme of things. It authorized the contracting 
agencies to settle their terminated contracts, and made the settle- 
ments final in the absence of fraud. The functions of the General 
Accounting Office were confined to determining, after final settle 
ment (1) whether the payment was in accordance with the settle 
ment agreement, and (2) whether the records transmitted to the 
office, or other information, warranted a reasonable belief that the 
settlement was induced by fraud. 

The first of these “functions” permits merely a perfunctory act, 
eomparing the amount of the settlement with the amount of the pay- 
ment voucher, and involves no more than a glance at two documents. 
The second “function,” that of discovering fraud, is extremely diffi 
cult, because the act postpones any independent examination until 
after settlements are final. It must be obvious that fraud is best 
detected by an examination relatively contemporaneous with its pet 
petration, and not after evidence can be effectively concealed or dissi- 
pated. The General Accounting Office could not in any way question 
or collect back excessive payments, except in case of fraud. All of this 
paved the way for the improper payment of many millions of dollars 
of public funds through fraud, collusion, ignorance, inadvertence, 
or overliberality. 

Notwithstanding the handicaps imposed by the act, the General 
Accounting Office, in making the mere “sampling” contemplated by 
the act, uncovered many instances of fraudulent and otherwise ex- 
cessive payments in termination settlements. For this sampling 
the office examined 9,239 termination settlements covering payments 
to 2,836 contractors for the termination of 26,566 contracts, subeon- 
tracts, and purchase orders. Careful examination of available data 
afforded convincing evidence that, excluding indicated overpayments 
due among other things to error or carelessness, at least 562 of the 
settlements, or more than 6 percent of those examined, involving im- 
proper payments aggregating over $21,000,000 were induced by fraud. 
All of these cases have been certified to the Department of Justice 
for appropriate action in conformity with the act. 
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Thus, unbelievable as it may seem, even the limited examination 
permitted the General Accounting Office produced evidence indicat- 
ing that more than 1 out of every 20 settlements examined were in- 
duced by fraud. Such a ratio is unparalleled and unprecedented in 
the experience of the General Accounting Office. It can only be taken 
is overwhelming proof of the vast and unnecessary damage where, as 
ere, representatives of the contracting agencies were authorized to 
widit themselves and to pump out of the Treasury such amounts as 
they approved, 

The detection and certification to the Department of Justice of set 
tlements induced by fraud has not resulted in automatic recoveries of 
money. On the contrary, of the more thai $21,000,000 of fraudulent 
pavments reported to the Department, only approximately sH00,000 
hus far has been recovered. 

It should be pointed out that the act requires the Department, upor 
receipt of the Comptroller General’s certificate that a settlement was 
nduced by fraud, to make an investigation of its own. Certain cases 
have been closed by the Department after investigation, but we have 
iot been informed of the details brought out by the investigations. 
Other cases remain pending. Regardless of the final outcome of 
these cases, and recognizing the difficulties inherent in prosecutions 
for fraud, the General Accounting Office feels that in any event the act, 
in providing only for the recovery of payments established as induced 
by fraud, instead of effectively preventing such fraudulent payments 
in the first instance, places the Government in the unenviable posi- 
tion of locking the barn after the horse is stolen. 

Brief statements on these fraud cases have been included in the 
Comptroller General’s reports to Congress of activities of the Gen 
eral Accounting Office under the act. Mr. Fisher, our general counsel, 
and Mr. E ngleberg, the attorney who handled many of the cases, are 
here, as requested | Vv the committee, and will answer questions on 
cases of special interest to the committee. 

It is not to be assumed, however, that these fraud cases represent 
all the damage wrought by the Contract Settlement Act. In search 
ing out fraud, the General Accounting Office auditors unearthed 
many excessive and improper payments which cannot be said with 
certainty to have been induced by fraud. Whether fraudulent or 
not, these overpayments were ho less a drain on the taxpayers. Be 
cause the law made the Office powerless except where there was fraud, 
no audit was conducted for the express purpose of detecting mere over- 
payments. This added waste was revealed only as a byproduct of the 
examination of selected settlements for the authorized purpose of 
ascertaining whether fraud was involved. 

Excessive payments, not involving fraud, in the aggregate amount 
of over $4,290,000 were made under 684 of the settlements examined, 
or 1 case out of every 13. While no legal demands could be made 
for the refund of such excessive payments, and while not directed 
by the act to take action on them, Mr. Warren deemed it his duty as 
Comptroller General to report the facts to the contracting agencies 
concerned in the hope that voluntary refunds would be obtained or, at 
least, that greater care would be exercised. It seemed to us that 
those contracting agencies and officers devoted more effort to the de- 
fense of the excessive settlements than to recovery of the overpayments, 
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even where contractors had admitted the overpayments. Accordingly, 
in a final attempt to protect the Government, the policy was adopted of 
affording the contractors the opportunity of making voluntary re 
fund to the General Accounting Office of such amounts as they agreed 
had been overpaid. I am pleased to report that these voluntary re 
funds, cash money collected from a considerable number of con 
tractors with a conscience and deposited in the Treasury, totaled 
$493,061.05. 

The experience I have summarized is set out in more detail in Mr. 
Warren’s six reports to the Congress under the Contract Settlement 
Act. It is responsible for Mr. Warren’s conclusion from the very 
meager exploration of the termination settlements made, that the act 
has cost the taxpayers, either through fraud, overpayments, or ove! 
liberality, at least one-half billion dollars—a frightful toll to pay. 

We will be prepared to answer questions as to specific cases int: 
which the committee may wish to inquire. 

Mr. Cuetr. Mr. Weitzel, do you care to elaborate on that state 
ment, or would you care to be questioned by committee counsel ? 

Mr. Werrzer. We would be glad to be questioned by committee 
counsel. 

Mr. Cuetr. You may proceed, Mr. Mitchell. 

Mr. Mircueti. Will you tell the committee something of your own 
background? How long have you been with the General Accounting 
Office ? 

Mr. Werrzet. Over 25 years, sir. I have been there continuously 
since 1927. I have been assistant to the Comptroller General since 
1945. 

Mr. Mircneny. The functions of the Office of the Comptroller Gen- 
eral include being an assistant to the Congress, do they not? 

Mr. Werrze.. Yes, sir, the Comptroller General is the agent of 
Congress. He is required by law to assist committees of Congress 
having jurisdiction over revenues, appropriations or expenditures. 
That is, he sends his own staff up to assist those committees upon re 
quest. He also has to make investigations requested by those com- 
mittees. Mr. Warren has emphasized that function particularly since 
he took office in 1940. 

Mr. Mircnett, You are not one of the executive departments, 
then? 

Mr. Werrzev. No, sir; the oflice is completely independent of the 
executive branch and by law is a part of the legislative branch. It 
is an independent audit agency. 

Mr. Mircneti. As I understood, your statement is that the com- 
mittee is to understand that the Comptroller General has no author- 
ity to recommend the reopening of one of these contract settlement 
cases unless he finds fraud ? 

Mr. Werrzex. That is correct. 

Mr. Mrrenern, When you find fraud what do you do? 

Mr. Werrzer. After a careful examination of all the evidence 
brought in by our field auditors we have a contract termination com- 
mittee in the office which, when it agrees unanimously, recommends 
to the Comptroller General that the case be certified to the Depart- 
ment of Justice. 
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The Comptroller General sends it to the Justice Department and to 
the contracting agency with his certificate that he is conv inced from 
the evidence in the case that the settlement was induced by fraud. 

Mr. Mircuetn. Were certificates of that kind sent, then, to the De- 
partment on this number of cases you referred to in your statement! 

Mr. Werrzeu. They were, sir, in every one of those cases. 

Mr. Mircueri. As I understand it, you sampled 9.239 termination 
settlements, is that it? 

Mr. Werrzex. That is the sample we selected. 

Mr. Mircuenti. Of those you found 562 contained what you felt 
was fraud ? 

Mr. Werrzev. Yes, sir; we determined they were induced by fraud— 
562. 

Mr. Mircueti. Then the Comptroller General wrote up a state- 
ment of the cases, covering both his audit and findings of fact, and re- 
turned those where ? 

Mr. Werrzev. To the Department of Justice; to the Attorney Gen- 
eral, sir. 

Mr. Mircnett. What did that certificate say, in summary ? 

Mr. Werrzev. I would like to have Mr. Engleberg, if you will per- 
mit, read one of those certificates to the committee. 

Mr. Cuetr. Mr. Engleberg, do you solemnly swear the statements 
you are about to make on this occasion will be the wuth, the whole 
truth, and nothing but the truth. so help you God ? 

Mr. Ene ieserc. I do. 

Mr. Mrrcuenyt. Will you please give your full name? 

Mr. Enevrserc. Norman Engleberg. 

Mr. Mircuen.. Where do you live? 

Mr. Encieserc. Here in Washington. 

Mr. Mirene ct. What address ¢ 

Mr. Eneienerc. 843 Crittenden Street NE. 

Mr. Mrrenentit, What is your official title ? 

Mr. Ensreserc. Attorney in the General Accounting Office. 

Mr. Cuetr. Mr. Fisher, will you besworn? Do you ‘sole mnly swear 
the statements you are about to make on this occasion will be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. Fisurr. I do, sir. 

Mr. Mrrcuetx. Will you state your full name, Mr. Fisher. 

Mr. Fisuer. My name is Edwin L. Fisher. I am general counsel 
of the General Accounting Office. 

Mr. Mircneitt. Where do you live? 

Mr. Fisuer. I live in Bethesda, Md. 

Mr. Mircneti. Mr. Weitzel, where do you live? 

Mr. Werrzev. In Washingten, D. C., sir. 

Mr. Mircuei. Will you read that sample statement, Mr. Engle- 
berg? That is the certificate that is the same in most instances. 

Mr. Encuiepere. Yes, sir. 

First is a paragraph stating the examination of the settlements pur- 
suant to the authority. That is section 16 (a) of the Contract Settle- 
ment Act of 1944. 
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Then the second paragraph : 


Accordingly, in conformity with section 16 (b) of the act, I hereby certify 
that the termination settlement was induced by fraud and I report herein sum 
marization of the facts relating thereto, and enclose photostatic copies, in quad 
ruplicate, of pertinent papers, documents, and exhibits prepared in the audit 


division of the General Accounting Office—for appropriate action of your Depart 


ment as provided in said section. 

That is contained in every report. 

Mr. Crete. As I understand it, that was the statement made in 
each instance of the 562 cases that were referred by your department 
to the Department of Justice. 

Mr. KE NGu BERG. A 1 umber of those settlements involved one pal 
ticular contractor. There were not 502 individual cases. That is, 
one contractor may have had 15, 20, or 30 settlements. 

Mr. Cuerr. At least it was 562 settlements as such. 

Mr. Encueperc. That is correct. 

Mr. Mirenreit. When that certificate was made, Mr. Weitzel, and 
the case sent to the Department of Justice, what happened within the 
Department of Justice 

Mr. Werrzen. I cannot speak for the Department. In the General 
Accounting Office there was an investigation by the Division of Audits. 
Then the case was reported in to Washington, and it was sent to the 
Termination Committee of the General Accounting Office, and a very 
careful examination of all of the facts in the case was made in the 
veneral counsel's offic e of the General Accounting Office. A fter that 
was completed, the Termination Committee met; and Mr. Fisher can 
tel] you about the deliberations of that committee, because he is a 
member of the committee. 

Mr. Mrreuecu. Was there an evaluation in the General Accounting 
Office, on a legal basis, of these cases / 

Mr. Werrze.. Yes, indeed, a very careful evaluation, and Mr. En- 
vleberg is one of the attorneys who in a number of cases participated 
in that evaluation. 

Mr. Mrrcenevs. Did you want to add something, Mr. Fisher / 

Mr. Fisner. Only if you want me to explain the procedure of the 
Contract Termination Committee. 

Mr. Mrreneun. I think that is covered. After it is reviewed by this 
committee it is then certified and it is a unanimous opinion by the 
heads of the General Accounting Office 4 

Mr. Fisuer. That is correct. 

Mr. Mirenenn. This is long after the settlement has been made 
with the contractor and the contractor has gotten the money 4 

Mr. Werrze.. That is absolutely correct. We are precluded from 
even going in until after the settlement. That severely handicapped 
the office in the work because all it had to go on were the records trans 
mitted to the office. It was precluded by law from going in until after 
settlement was made and the payment was made. 

Mr. Mircneci. After the reference is made, then is there some 
record of what happens in these cases kept in the General Accounting 
Ollice ? 

Mr. Werrzen. There is some record; yes. 


Mr. Mircene... That consists of reports or contacts between your 
office and the Department of Justice ? 





INVESTIGATION OF THE DEPARTMENT OF JUSTICE 255 


Mr. Werrze.. Not all those have been formal, and I do not know 
that I could give you a complete running record of each case, but we 
have had contacts in quite a good many cases and we have those 
records. 

Mr. Mrrenets. Mr. Engleberg is responsible for that: 1 

Mr. Werrze.. He will be glad to testify on that area. 

Mr. Mircnenn.. Of the number of cases referred to the Justice 
Department, you have received advice about what has happened ¢ 

Mr. Werrzer. We have the statistics here, and they are rather 
lengthy. In any specific case, we will attempt to answer. 

Min. Mircnecs. Are there any of those cases which have been re 


ferred to the Department of Justice upon which you have not beet 
advised of any action ¢ 

Mr. Werrzen. Quite a number. 

Mr. Rocers. Do I understand that, of the matters transmitted to the 
Justice Department, you have a complete record of them in vour ow) 
oflice ¢ 

Mr. Wereirzen. Yes: we have a complete record of those. 

Mr. Rocers. That is, in connection with the reasons which you 
believe constitute fraud, and the reason you arrived at your con 
clusion / 

Mr. Werrzen. Yes, sir; that is completely documented. 

Mr. Rogers. And you also have a copy of the original in your own 
oflice / 

Mr. Wi ITZEL. We retain a COpy ot that in the General Accoul ting 
Oflice. 

Mr. Cnetr. Mr. Reporter, will you show that Mr. Rodino and Mr. 
Ramsay are also here. 

Mr. Keating, do you have any questions? 

Mr. Keating. I would like to ask one question : On what date were 
these various cases referred to the Department of Justice‘ 

Mr. Werrze,. We have all the dates here. In most cases the dates 
are sometime ago. 

Mr. Keating. Covering a period from when to when ? 

Mr. Werrzex. Largely in the 3 years from 1946 through 1948. There 
are exceptions, but that is where the bulk of them are. 

Mr. Keratine. Most of the 562 cases would have been referred to 
the Justice Department by the end of 1948 ? 

Mr. Weirzen. I believe that is correct, Mr. Keating. 

Mr. Keating. Do you have a summary, without going into detail, 
showing ot what proportion ot those cases you have heard nothing 
from the Justice Department ¢ 

Mr. FisHer. Speaking of the 562. itis a little difficult to put it pro 
portionately, because one case may involve one settlement and anothe1 
case may involve 20 settlements. When I say we have not heard a 
word from Justice, we have in some cases received an acknowledg 
ment of the transmittal. 

Mr. Kerarina. Bevond a formal acknowledgment 

Mr. Fisner. I would say about half of those cases, individual cases 
Involving Varving amounts of settlements. 

Mr. Keatine. In the other half where you have heard something 
from them, in what proportion of those cases has a suit been ter 
minated or a settlement obtained from the contractor which comprises 
this $300,000 out of the $21 million 4 
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Mr. Fister. In almost all of those other cases, the cases have been 
dismissed by the Department of Justice, or have been settled. It is 
on the unsettled cases that we have heard very little. 

Mr. Keatina. Therefore, of the half, roughly, upon which action 
has been taken by Justice, nearly all of those cases are closed so far 
as Justice is concerned, either by suit, settlement, or dismissal ? 

Mr. Fisuer. I do not believe any of them have been closed by suit. 
Most of them have been settled for a figure, in some cases larger than 
we reported and in most cases smaller than we reported, and probably 
one-fifth of them have been closed without any collection. 

Mr. Keatine. Do you know of any case where suit has been brought 
by the Justice Department and concluded in a final judgment ? 

Mr. Fisuer. I am not aware of one. 

Mr. Keatine. Mr. Weitzel, this $493,000 which has been collected 
by the Comptroller General your office—represents, as I under- 
stand, amounts which were not legally collectible but which con- 
tractors were prevailed upon to turn back, due to the fact, as you 
say, they were contractors with a conscience. 

Mr. Weirze.. That is correct. Either because they did not want 
a black mark on their dealings with the Government or just plain 
honesty, they did pay to us about a half million dollars, but we had 
no legal right to ask them to. However, we feel our efforts were 
repaid in asking them. 

Mr. Keratine. I would think that the figures bore out that con- 
clusion and I commend you on your efforts in that regard. It looks like 
you just saved a half million dollars for the Government which the 
Government would not have had otherwise. 

The $21 million you turned over to the Justice Department repre- 
sented legally collectible obligations; is that correct ? 

Mr. Werrzev. They were amounts which we believed were paid 
through fraud and if it could be proved in court it could certainly 
be collected by the Government. In Mr. Warren’s opinion, there 
was fraud. 

Mr. Kratine. In your opinion or Mr. Warren’s opinion fraud could 
be proved in court in those cases? 

Mr. Werrzev. I would say this, that fraud was proved to Mr. 
Warren’s satisfaction. 

We realize when we go into court to try to prove fraud no one can 
tell what the result will be but we would not have certified the cases 
to the Department of Justice unless Mr. Warren had been convinced 
in his own mind that there was fraud and in that case he was re- 
quired by the act to certify the case to the Department. 

Mr. Kearine. So that er is the amount recovered by the 
Government in those cases, or perhaps 114 percent of the claim; that 
is approximately right? 

Mr. Werrzen. That is approximately it, Mr. Keating. 

Mr. Keatine. That amount which you felt was owing the Gov- 
ernment, that represents the amounts collected on claims which were 
a legal obligation, in your opinion, of the contractor to the United 
States Government ? 

Mr. Weirzreu. In that case Mr. Warren felt he should set in action 
the machinery which, if carried to ultimate conclusion, would re- 
cover that amount for the Government. 
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Mr. Kearina. In other words, you collected $493,000 in your office 
on obligations which were not legal obligations due the United States 
Government, as against $300,000 collected by the Justice Department 
out of $21 million in obligations which were, in your opinion, legal 
obligations to the United States Government ? 

Mr. Werrzei. That is the state of the record, Mr. Keating, that 
Mr. Warren certified those cases as being due to fraud. 

Ja Cuetr. And as I understand it, those cases were submitted 

* Mr. Warren to the Department of Justice for prosecution and 
t was not only his opinion but your opinion and the combined opinion 
of your legal staff? 

Mr. Werrzeu. It was the opinion of the experts in. the office whom 
Mr. Warren appointed for that purpose, Mr. Chairman. 

Mr. Cuetr. Mr. Ramsay. 

Mr. Ramsay. No. 

Mr. Cueir. Mr. Rodino. 

Mr. Roprno. No questions. 

Mr. Cuerr. Mr. Hillings. 

Mr. Hines. No. 

Mr. Cuetr. Mr. Mitchell. 

Mr. Mircuenn. Your people are ready to testify on about six il- 
lustrative cases, are they, Mr. Weitzel ? 

Mr. Werrzev. Yes, sir. 

Mr. Mircueiy. I will take these up with Mr. Engleberg. 

With regard to the technical manuals cases, those make up a number 
of cases? 

Mr. Encteserc. That is right, sir. 

Mr. Mircnett. Bearing in mind that those cases or part of them 
are presently before a grand jury, first let me ask you, When were 
those cases referred to the Department of Justice ? 

Mr. Enetepserc. May 12, 1948. 

Mr. Mircuett. When did you receive notice that some of them 
had been referred to a grand jury? 

Mr. Enetenerc. Referred to a grand jury? 

Mr. Mrrcwetu. Yes, sir. 

Mr. Encieserc. We have never been formally advised that they 
have been referred to a grand jury. We have been told in telephone 
conversations that they were going to be. 

Mr. Mrrcuet. Did you read a statement in the paper a couple 
of weeks ago that they were, or how did you find out about it? 

Mr. Enourserc. I have read it in the paper, statements from 
representatives of the Justice Department, that they were being or 
had been; or words to that effect. 

Mr. Mircne.. In the month of May 1952? 

Mr. Enaueserc. That is right, sir. 

Mr. Mircuet. But there is no question about them being referred 
to the Department of Justice in the month of May 1948? 

Mr. Eneveserc. That is right, sir. 

Mr. Keatine. Where is this grand jury sitting? 

Mr. Encresera. In New York. 

Mr. Mircnety. Also you read a report on some of these cases in 
a Baltimore paper, did you say? 

Mr. Enatrpere. Yes. 
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Mr. Mrrenett, What was the name of that paper? 

Mr. Eneueserc. The Baltimore Sun. 

Mr. Mircneuyi. Let us gO back to the nature of the complaint 
First, the amount of claim in connection with the contract termin 
Lion. 

Mr. ENGLeserG. We certified there had been fraudulently obtains 
in termination settlements, $297.520.59. 

Mr. Mrrene ti. Will you repeat eke : $297 

Mr. ENGuLEBeERG. 520.59. 

Mr. Mircuetyi. Were there other items of fraud in addition 1 
those contract termination amounts / 

Mr. Enciepserc. Yes, sir; the entire case involved fraud, collusion 
and bribery running into the hundreds of thousands of dollars 
the preparation by various commercial writing agencies in the Ne 
York City area of technical manuals relating to the maintenance at 
operation of Army Transportation Corps equipment. 

Mr. Mrrcnenty., Will you give the committee some examples which 
will illustrate the nature of those frauds that the Comptroller Ge! 
eral certified ? 

Mr. Encevserc. T will be glad to. First, a particular Army office: 
divulged to one of the bidders for Government business the prices 
quoted by other bidders, as a result ot which this informed bidde1 
was successful in obtaining a Government contract for 840.375. Ad 
other contract was later terminated and the contractor was paid $34, 
000 on the basis of his claim, whereas an examination by the repre 
sentatives of the General Accounting Office disclosed that the firm’ 
actual costs were only $7.053.138. 

As an afterm: ith in that particular case, this officer subsequently 
became an employee of the particular firm and upon starting to work 
the re received a bonus of 87.600 for * ervices,’ 

Mr. Cuevr. That was a former an officer who later became an 
mplovyee ¢ 

Mr. EnGueperc. That is right, sit 

Mr. Creer. At what salary ¢ 

Mr. ENGLEBERG. I know he received a bonus of S7.600 at the time 
of hisemployment. I do not know his salary. 

Mr. Cuevr. That was for services. He gave very good services. 

Mr. Kearinc. Do you mean he got that bonus before he went t 
work there? 

Mr. ENGLEBERG. Concurrently; about the time of voing to work. 
He presumably had rendered services. That is one example. 

Mr. Kearina. Were those facts contained in the documents turned 
over in 1948 to the Justice Department ? 

Mr. Encitenerc. They were. 

Mr. Cue.r. Were those facts as clear in the record that you turned 
over to the Department of Justice as you just indicated to this 
committtee ¢ 

Mr. Enourserc. They were. 

Mr. Crevr. Thank you very much. 

Mr. Mircueniy.. Go ahead with the second one. 

Mr. EnoGienerc. Representatives of another firm, shortly after 
becoming introduced to two Government employees, were awarded 
three Government contracts. Concurrently with the awards, the firm’s 
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books reflected liabilities to these Government employees in the 
amounts of $1,175 and $2,029. 

Another firm requested an increase in its contract price from a cer- 
tain Government official. After receiving the increase the Govern- 
ment official was paid $500 while employed by one of the firm’s 
competitors, 

Mr. Keatinc. Where was that ? 

Mr. Mirenennt. This is a grand jury proceeding and the name 
should not be mentioned, I believe. 

Mr. Keating. Very well. Are all of these cases you are discussing 
now the subject presently of grand jury proceedings! 

Mr. Mircuen.. Yes: all of these are under the “Technical Manuals” 
heading. There are 15 or more cases included in the technical manuals 
matter. Heis illustrating those by certain samples, and some of those 
are Or may be presented, so far as we know, to the grand jury and I 
have advised the committee in executive session that this has hap 
pened since this committee has started to work. 

Mr. Katine. That is like a lot of these presentations made since 
this committee started to run: but I want to know whether it would 
be improper—I judge it would be—for us to go into any more detail 
in these cases. 

Mr. Mrrcnetw. In the technical manuals cases, Mr. Keating, I think 
it would be improper. 

Mr. Cuetr. Will you please indicate those to your certain knowl- 
edge that are now being investigated by a grand jury? 

Mr. Encuienerc. All I know about it is what I have read in the 
papers. 

Mr. Cuetr. You have no knowledge on what is before the grand 
jury? You only know what you have read in the papers about this 
thing ? 

Mr. Encieserc. That is right. 

Mr. Mitcne.y. I should tell the committee the remaining five cases 
are not before the grand jury and the full details on names and places 
are available. 

Mr. Ramsay. Let me ask you this one quest ion: When did you refer 
these cases to the Justice Department / 

Mr. Encieperc. We referred these cases to the Justice Department 
on May 12, 1948. 

Mr. Ramsay. Were they referred there for grand jury, in New 
York at that time? 

Mr. EncGieserc. No, sit 

Mr. Ramsay. When were they sent up there for that purpose / 

Mr. Enouiepere. I understand, I have read, I have heard, that they 
were sent up for grand-jury action in the month of May 1952 

Mr. Mrrcuety. Let me make that clear: When you referred those 
cases to the Department of Justice in 1948, you referred them for 
appropriate criminal or civil act ion, did you not ¢ 

Mr. Encieserc. That is right, sir. 

Mr. Mrrcnety. There was a certificate attached to that record 
saying that the Comptroller General thought that fraud had taken 
place in those cases. 

Mr. Enourperc. That is right. si 

Mr. Mitcueti. Will you go on now. 
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Mr. Cnetr. Just a moment. The committee wants to take the 
attitude that we do not want to jeopardize or compromise any case now 
before a grand jury and if you have any information that would 
lead you to believe, even from hearsay or from the papers, we want 
you to be very careful about those; but those that are not, we definitely 
want something to go into and pinpoint. 

Mr. Eneueserc. Very well, sir. 

Mr. Mrrcneii. Now the second example. 

Mr. Enoieverc. I will repeat the last one: 

Representatives of another one of these technical manual firms. 
shortly after being introduced to two Government employees employed 
by the Government and involved in this technical manual program, 
were awarded three Government contracts. Concurrently with the 
awards, the firm’s books reflected liabilities to these Government em- 
ployees in the amounts of $1,175 and $2,029. 

Mr. Mrrenety. Is that the end of the second illustration ? 

Mr. Enotererc. That is the end of the second illustration. 

Mr. Mrrceneni. Now take the third one. 

Mr. Enotrnerc. Two former Army officers while on active duty 
charged with carrying on this technical manual program on behalf of 
the Government received shares of corporate stock valued at $2,000 in 
return for purported “part-time services.” 

In other words, where it is quoted, that is what the record shows: 
“part-time services.” 

This firm later received Government contracts totaling in excess of 
$100,000. 

Mr. Mrrcnei. That is the third case? 

Mr. Enetenerc. That is the third. 

Now these are only examples. Some of this has been repeated, not 
only with one particular firm, but I am trying to give different firms 
involved. 

There was a disclosure of a scheme whereby 20 percent of the con- 
tract prices that the Government was to pay the particular contractors 
was kicked back by these favored firms to certain Government repre- 
sentatives, either directly, through their relatives, or through dummy 
corporations owned by and veiling the identities and activities of 
these Government employees. 

In that connection, it may be safely assumed that the contract prices 
charged to the Government were inflated in an amount sufficient to 
compensate the contractors for this added expense. 

Mr. Mrrcneti. That is, the inflated price covered the kick-back. 

Mr. Enotererc. I cannot imagine a contractor agreeing to a price 
with the knowledge that he was going to lose on it. 

Mr. Keattna. You will never get shot for making that assumption. 

Mr. Mrrcneti. But answering my question on what the record and 
certification shows, you did find that the books showed an increased 
amount sufficient to cover what you thought were these improper 
payments. 

Mr. Enotenerc. That is right, sir. 

Mr. Mrrcenett. Are there any other illustrative examples? 

Mr. Enouerera. So far as the awarding of the contract in the first 
instance, evidence was disclosed that at least 25 of the contracts cost 
the Government over $500,000. They covered the furnishing of 
technical manuals which constituted a duplication of services required 
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under other contracts, or otherwise were unnecessary. In other words, 
it was just a waste of $500,000 upon termination of many of these 
contracts, at least with respect to eight of the contractors, those con- 
tractors deliberately, knowingly, and willfully falsified and concealed 
material facts pertaining to their termination claims for the purpose 
of obtaining excessive payments for the benefit of themselves and 
apparently for these Government officials. 

In many cases these settlements on termination were approved on 
the recommendations of the same individuals who had participated in 
the irregularities relating to the initial award of the cantracts. 

Mr. Mrrcnetu. In other words, they got a second crack at 

Mr. Enciepverc. That is right. 

Mr. Keatinea. Were they all Army ‘ 

Mr. Enoieserc. These were all Army personnel. 

Mr. Mircnetnt. At the time some of these Army officers got the 
second crack, were they still of the same rank, or had thee been de- 
moted or promoted ¢ 

Mr. Eneveserc. I hadn’t heard that any of them had been demoted. 

Mr. MIrcHe.u. Were some of these men later en plo ved by t 
contractors ¢ 

Mr. Encueperc. Yes, sir. 

Mr. Mircueni. Have you — your illustration ¢ 

Mr. Enouesera. That is all, s 

Mr. Mrrceney.. Going back oo ‘the situation in May 1948, did some 
time pass, after the re ference to the De ‘partment of Justice, before you 
heard anything from the Department of Justice as to what was being 
done on these matters ? 

Mr. Encueserc. Yes, sir. The first we heard from Justice, after 
the report in May 1948, was the receipt of a copy of a letter in May 
1950, a copy of a letter Justice had written to Internal Revenne. 

Mr. Mircuenz. You heard nothing in the interim of 2 years? 

Mr. Encuepserc. No, sir. 

Mr. Mrrcne.. Did you hear anything further at a later time / 

Mr. Enerieserc. In November 1950. 

Mr. Keatine. Would it be proper to find out what 
tained, in general ¢ 

Mr. Mrrcnern. In general, yes. 

Mr. Encieserc. The letter that Justice wrote to Internal Revenue 
requested it to schedule a tax refund of some $6,000 that was due to 
one of the firms involved with the General Accounting Office for possi- 
ble set-off against possible indebtedness of that firm to the Govern 
ment. 

Mr. Mrrcnetyi. That meant that it was discovered that one of these 
firms accused of wrong-doing had, on the books of the Internal Reve- 
nue Bureau, some money coming to them for refund, and the Justice 
Department said “Hold that up” ¢ 

Mr. Enciererc. That is right. 

Mr. Mircueny. Later was that order countermanded / 

Mr. Eneteserc. Later it was. 

Mr. Cuetr. How long after was it countermanded / 

Mr. Encieserc. In November it was countermanded. From May to 
November. 

Mr. Mircnenp. That was a developmen 1 the case later on? 

Mr. Encueserc. That is right, su 
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*. Encieserc. In April 1951. 

* Mircnevt. That was the next year / 

r, EnGieserG. That is right, sir. 

Mr. Mrrewenn. When did you next hear, if ever? 

. Encienerc. We had no further formal communication in the 
matter. However, I have made phone calls since then to Justice, find 
ing out the status of the case. Mr. Warren was interested in knowing 
the progress of the cases and I would try to find out what was being 
done. 

Mr. Mirenett. What would they tell you ¢ 

Mr. EnouienerG. That the cases were under active consideration, 
and later on they said they felt that certain firms would be indicted. 
Again they said that in addition to the firms that certain individuals 
would be indicted. 

Mr. Cueir. They said it was active, or inactive, after + vears/ 

Mr. Eneieserc. They explained it was active. 

Mr. Kearine. Did they explain what an inactive case would be? 

Mr. Encieperc. No, sir; I didn’t ask them. 

Mr. Kearrna. Is there not a statute of limitations on things like 
that / 

Mr. Encieperc. Yes, sit 

Mr. Kearinc. What is that, 6 years? 

Mr. Encuieserc. The Justice Department has had until December 
of this year to file those suits. Otherwise, they would have been out. 

Mr. Cueir. And to your certain knowledge or at least through hear- 
say, rumor or through the medium of the papers—certainly nothing 
official—the only thing you knew about any action being taken was in 
May of this year, after about 5 years. 

Mr. Encreserc. That is right. 

Mr. Cuevr. You are in the sixth year now—no, it is 4 years. pardon 
me, 

Mr. EnGueserc. That is right. 

Mr. Mircuexy, It was our intention to go over these cases and pre- 
sent a summary and then goon. If you would prefer to ask questions 
on these cases, that would be all right, but I think it would be better to 
go on to these other cases. May I do that ? 

Mr. Cuevr. Proceed. 

Mr. Mireneni. The next of the large cases we had to illustrate this 
was the Ultima Optical Instrument Corp., is that right ¢ 

Mr. EnGLEBerG. Yes. 

Mr. Mrrenety. How is that spelled ? 

Mr. Enciesera. U-]-t-i-m-a. 

Mr. Mrrceue tt, Optical Instrument Corp.; is that right? 

Mr. EnGiepera. Yes. 

Mr. Mitcnetn. Where is that located ? 

Mr. Enerenerc. In New York City. 

Mr. Mircnent.. By the way, these technical manuals companies were 
located in New York City also, were they not? 

Mr. Eneveserc. That is right. 

Mr. Mrrcenet.. How much of the claim was certified as fraudulent 
in the Ultima Optical case ¢ 
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Mr. ENGLEBERG. $26,689.06. 

Mr. Mircueit. What is the companion case for the ¢ )ptical Instru 
ment Co. 

Mr. Encieserc. The Optical Instrument Corp., I believe, sir. 

Mr. Mircnety. What is the nature of that case, briefly / 

Mr. Encieserc. Both of these firms were engaged in the manufac- 
ture of optical elements. Also, the firms were affiliated with each 
other through management and ownership. 

One of the owners of the firms was Isadore Rappaport who at the 
time of our investigation was involved in fraudulent activities against 
the Mergenthaler Linotype Co. 

Mr. Keatine. Where is Rappap ort’s business ¢ 

Mr. Eneoieperc. It was in New York. 

Mr. Mircnuennt. What did the case involve?) What was the nature 
of the fraud ¢ 

Mr. Enoueserc. One of the cases involved fraud in the termination 
settlement and upon termination of the contracts this particular firm 
received more money than it, would have received if it had completed 
the contracts. 

Mr. Mircueit. Was there a certification in here of improper pay 
ments to Government inspectors / 

Mr. EnoieserG. That is right, sir. Records were found of payments 
by both contractors to Government inspectors who were to pass on 
these lenses or optical elements that the firms manufactured. 

Mr. Mircuen.. When was this case referred to the Department of 
Justice / 

Mr. Encieserc. The Ultima case was referred to Justice on De 
cember 2, 1947. 

Mr. Mircnuentr. December 2, 1947. When was the second case re 
ferred / 

Mr. EnGienerc. The Optical Instrument Corp. case was referred 
to Justice on August 24, 1948. 

Mr. Mircnevt. August 24. 1948. Now, from those dates down to 
this date, have you had any report from the Department of Justice / 

Mr. Encieserc. Not a word. 

Mr. Cuetr. Have those cases been checked on at all, do you know / 

Mr. Mircneti. There is no information. 

Mr. Eneieserc. We haven't heard anything on those cases. 

Mr. Mircueny. This afternoon, the Department of Justice officials 
who have been asked to report on this will be asked again, for the 
committee’s information. 

Did you request any information after those dates? 

Mr. Eneieserc. Not formally, but we make phone calls when a 
case has been around the office for a while—a year or 2 years—and we 
have not heard anything. We call to find out what is the status. As 
to whether or not it was done in this particular case I don't know, 
definitely. I didn’t. 

Mr. Keatine. On this Ultima case, to refresh your recollection, do 
you not recall that someone got a call in the General Accounting Office 

yesterday or the day before after a lapse of, in one case, 4 years, and 
in the other 5, asking how to spell the names of these people ? 

Mr. EncGueperc. Well, I received a telephone call on Wednesday. 

Mr. Mircneti. June 4? 
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Mr. Enoteserc. It was June 4. They requested information as to 
when those cases were reported to Justice and confirmation of the B 
numbers, under which we report such case. That is our file number. 

Mr. Keatina. oe was that call from ¢ 

Mr. Eneuernerc. I don’t know, except he was one of the attorneys 
in the Justice Department. He gave me his name but I didn’t re- 
member it. 

Mr. Keatinc. He wanted to know when you referred these cases? 

Mr. Enorenera. That is right. 

Mr. Kearinc. That is the first time you heard from Justice since, 
in one case, 4 years, and in another case 414 years? 

Mr. Enereperc. That is the first time, as far as the record shows, 
any information has been received from Justice, or any comment on 
~ cases. 

. Rogers. Do I understand in your system in the Accounting 
Offic e you do maintain a record of the cases that are forwarded and 
then, if the case is terminated, you place something in the record to 
show what became of that case ? 

Mr. Enerepera. All correspondence received on any case is—first 
the case is identified by B number. All the cor respondence or infor 
mation on that particular case goes into that particular file. 

Mr. Ramsay. It was brought out here a month ago about your getting 
a telephone call. Are those telephone calls recorded and placed in the 
file? 

Mr. Enevrverc. Not necessarily; no, sir. 

Mr. Ramsay. What determines whether you do or do not put it in 
there ? 

Mr. Encieverc. It depends on the nature of the call. If the call 
seems to be important, giving some developments in a case, then of 
course we would immediately write that conversation down and put it 
in the file. 

Mr. Rogers. Who determines what is important and what is not im 
portant when it comes through a telephone conversation ? 

Mr. Encienerc. Well, the attorney who might receive the call could 
feel that he could determine whether it is really anything of impor- 
tance—whether you are merely getting an inquiry on what date you 
referred a case to a department—in that particular instance, I did 
not make a note of that. 

Mr. Rocrers. There is no requirement in the General Accounting 
Office that the telephone call be recorded and placed in the file? 

Mr. Encieserc. That is right, sir. 

Mr. Rocrrs. If the file should reflect any telephone calls and it is 
placed in there, that determination would be made by the man who 
receives the call in the General Accounting Office as to whether in his 
judgment he considers it of sufficient importance to place it in the 
file? 

Mr. Eneueserc. That is right, sir. 

Mr. Rogers. In building up your file do you have any system 
whereby at the end of your thought that it has been properly ter 
minated, you then make a record ‘of it and file it away, or what do 
you do? 

Mr. Enoieserc. We would not put the case away as closed until 
we received information from the department involved that the case 
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has been closed—in this case, until Justice would advise us that it was 
closed. Otherwise, that case would remain open. 

Mr. Rogers. It would remain open indefinitely, so far as your 
records are concerned / 

Mr. Enouiesere. That is right, s 

Mr. Cuetr. As I see it, all of these have remained open indefi- 
nitely, so far as you are concerned ? 

Mr. Encieserc. They have been open for quite a while. 

Mr. Rogers. It would not be very difficult for the General Account- 
ing Office to tell this committee what cases you have referred and in 
what cases no action has been taken ? 

Mr. Eneiesera. No, sir; it would not be difficult. 

Mr. Mircuetn. Mr. Engleberg, does the next case relate to the 
Willys-Overland Co. ? 

Mr. ENGLEBERG. Yes, sir. 

Mr. Mircneityi. Where is that located ? 

Mr. Enoiesere. Willys-Overland Motors, Inc., is located in Toledo, 
Ohio. 

Mr. Mircnetn. For how much was the claim certified ? 

Mr. Enetenerc. The Comptroller General certified $1,115,915 had 
been fraudulently obtained in that case. 

Mr. Mircnet,. When was that referred and certified to the Depart- 
ment of Justice as a fraud case? 

Mr. Eneieserc. March 25, 1949. 

Mr. Mrrcuri. What is the nature of the fraud certified ? 

Mr. Eneteserc. In brief, it was filing claim for common inventory. 
Let me explain that. Upon termination of contracts, the contractors 
were required by regulation, which was law, that they were to retain 
all termination inventory that they could use, without loss, in their 
regulation business; in other words, not turn the material over to the 
Government and put in a claim for the cost price of it. 

Mr. Mrrcuetn. Was the inventory in this case, in your opinion, 
the ordinary material used in the production of jeeps or automobiles ‘ 

Mr. Encieperc. Yes, sir, and in fact it was used. 

Mr. Mitcueti. Some of it was packaged material, was it? 

Mr. Eneteserc. Some was packaged material and there was an 
odd little incident in connection with the packaged material if you 
wish to hear about that phase of it. There was certain packaging 
material for which the contractor charged the Government $87,000. 
After termination, but before settlement, the contractor found that 
he could use a part of this packaging material, and withdrew $17,000 
of it. Of course he was supposed to reduce his claim by $17,000 if he 
used that amount of material. 

He heard that the Government was going to require shipment of 
this material for storage. He then put in a bid of $16,000—without 
disclosing that he had already used $17,000—he put in a bid of $16,000 
for the purchase of the entire $87,000 worth of ps acks iging material. 

Mr. Mrrcneti. There has not been any settlement of that phase 
of it or any phase of the matter since that time? 

Mr. Enoueserc. No, sir; there has not been. 

Mr. Mircneuu. As a matter of fact, Mr. Fisher, did you not take 
the position that this matter should not be settled on a piecemeal 
basis ¢ 
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Mr. Fisner. That is right. 

Mr. Mircue ti. You took the position that there should be a suit 
filed and every effort made to collect this amount of money ? 

Mr. Fisner. In the entire amount. 

Mr. Mrrenecs.. Do you think this is a good claim / 

Mr. Fisner. Yes, sir. 

Mr. Mrrcueti. And the Comptroller certified he thought the Gov 
ernment ought to get this $1 million-odd back, is that right? 

Mr. Fisner. Yes, sir. 

Mr. Mircuen.. This money has been paid over to the Willys-Over 
land Co., has it not? 

Mr. Fisuer. Not necessarily paid over to them. It is money which 
Willys—well, it was paid in this sense—that when the contract was 
terminated Willys said, “This material is no good to us. Give us 
the full cost of it.” 

Mr. Rogers. Now, at that point, was Willys given the full cost of it ? 

Mr. Fisuer. They were given credit for the full cost and then, 
in a technical sense, purchased at a reduced price. 

Mr. Rovers. Had the check gone from the contract settlement 
group? Had Willys been paid before they finally determined how 
much of this the Willys Co. could use? 

Mr. Fisuer. Willys used considerable amounts of this before the 
settlement was final. 

Mr. Rogers. After the settlement was final and the check issued, 
was there any determination thereafter of how much the Willys Co. 
could take back or did buy back? In other words, I am trying to get 
the method of operation that the contract settlement people operate 
on at the end of the contract, the Willys Co. came in and said, “We 
believe we are entitled to this much money ?” 

Mr. Fisner. Yes, sir. 

Mr. Rogers. And upon that determination a check was issued / 

Mr. Fisuer. In this case Willys came in and said, “We have all this 
inventory on hand which isn’t worth too much to us. Maybe we will 
use half of it, or take it at half price, so we are claiming the differ- 
ence—the other 50 percent of the cost.” 

Then maybe it is 6 months or 8 months later before this claim is 
settled. In the meantime the material is in the Willys’ plant and 
that is when they started using it up. 

Mr. Rogers. Do you mean the contract settlement people did not 
know Willys was using it up? 

Mr. Fisuer. Presumably not. 

Mr. Rogers. And they proceeded with the settlement without con- 
sidering that at all? 

Mr. Fisurer. That is absolutely correct, sir. 

Mr. Rogers. Because of that fact you feel a fraud has been per- 
petrated ¢ 

Mr. Fisuer. That is right, sir. 

Mr. Rogers. When that was called to your attention you gave it to 
Justice ¢ 

Mr. Fisuer. Yes, sir. 

Mr. Mircue i. These items of inventory might have included fend- 
ers on a jeep, is that right ? 

Mr. Fisuer. It may have included any part of a jeep. 
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Mr. Mircnenn. In fact, they did include parts of jeeps, did they 
not ¢ 

Mr. Fisuer. Yes, sir. 

Mr. Mircuery. The first determination was that those items were 
not to be used as part of general-purpose inventory, on peacetime pro- 
duction. Is that right? 

Mr. Fisuer. That is the claim of Willys. 

Mr. Mircneui. But in fact you found that they did put those same 
items of inventory into peacetime jeeps? 

Mr. Fisuer. Yes, sir. 

Mr. Mircuenn. So they have received full value out of these items 
which had been undervalued according to your fraud certificate ? 

Mr. Fisuer. That is right. 

Mr. Keatinc. Had they used at least a part of them at the time 
this was referred to Justice in March 1949? 

Mr. Fisuer. I think by then they probably had used it all. 

Mr. Keratinc. Were those facts brought to the attention of Justice 
in the referral ? 

Mr. Fisuer. Yes, sir. 

Mr. Mircuest. In this claim of $1,115,915, didn’t $750,000 of it 
relate to these general inventory items that I have been talking about ¢ 

Mr. Fisner. Yes, sir. 

Mr. Mircuen.. You still believe it is a good fraud case ? 

Mr. Fisuer. I do, and I would like to emphasize that before this 
settlement proposal was ever accepted by the Government, Willys 
went ahead and used a lot of this material. So when it was settled 
and when they were paid they knew that they had already used this 
material in their jeep production program. 

Mr. Mircuei. I want to ask Mr. Engleberg this question, Mr. 
Chairman: Didn't you have another fraud case against a supplier of 
a subcontractor of Willys? 

Mr. Enaueperc. Yes, sir. 

Mr. Mircnet. That was the Mather Spring Co., of Toledo, Ohio? 

Mr. Encuiepera. Yes, sir. 

Mr. Mirenect. Did your examination of the Mather case show that 
they had orders from Willys which showed that Willys knew it 
was going to use some of that material at least in peacetime 
production ¢ 

Mr. Ene ieserc. That is right, sir, for their commercial jeep that 
they put out on the market. 

Mr. MrrcHetht. Now go to the Mather Spring Co. case and tell 
the committee what the amount of that was. 

Mr. Encevserc. We certified that that firm fraudulently obtained 
$28,027.19 in excess of that to which it was entitled. 

Mr. Mrrcnett. In fact, didn’t the Department of Justice recover 
in that case more than that amount ? 

Mr. Eneveserc. They did. 

Mr. Mrircnetit. How much? 

Mr. ENGieBerG. $35,000. 

Mr. Mircuety. That was a sum settlement disposing of the civil 
liability ? 

Mr. Eneteserc. That is right. 

Mr. Keatina. That is included in that $300,000 that had been 
collected ¢ 
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Mr. Encueperc. Yes, sir. 

Mr. Mircuety, The nature of the Mather case was similar in al! 
substantial respects to the Willys case? 

Mr. Encuepera. It was. 

Mr. Mitrcuet.. In one you recovered more than your claim and 
on the other you haven’t received any word since 1949; that is you have 
gotten no recovery ¢ 

Mr. Encieverc. That is right, sir. 

Mr. Mircnet,, There are two remaining cases relating to Detroit 
which Mr. Kennedy is prepared to ask questions on. 

Mr. Cuetr. Mr. Walter S. Sprague, do you solemnly swear the 
statement you are about to make is the truth, the whole truth and 
nothing but the —— so help you God ? 

Mr. Spracur. I do, sir. 


TESTIMONY OF WALTER S. SPRAGUE, COST AUDITOR, GENERAL 
ACCOUNTING OFFICE 


Mr. Kennepy. Where do you reside ? 

Mr. Spracur. Detroit, Mich. 

Mr. Kennepy. Your address? 

Mr. Spracur. 18700 Harlow. 

Mr. Kennepy. Your occupation? 

Mr. Spracue. I am a cost auditor, General Accounting Office. 

Mr. Kennepy. Are you attached to the field office in Detroit? 

Mr. Sprague. Yes, sir. 

Mr. Kennepy. What is the name of that field office? 

Mr. Spracur. The Detroit Regional Office. 

Mr. Kennepy. How long have you been connected with that office? 

Mr. Spracue. Since August 4, 1944. 

Mr. Kennepy. During your connection with the office did you have 
occasion to work on and investigate a case known as the Advance 
Plating Co. case? Did you make an audit of the company’s book 
in connection with their settlement claims? 

Mr. Spracue. I supervised it and actually worked on the audit 
myself, 

Mr. Kennepy. Did you find what you believed, and reported to th 
Comptroller General, to be fraud in that claim? 

Mr. Spracue. Yes, sir. 

Mr. Kennepy. What was the amount of the alleged fraud in that 
case ¢ 

Mr. Spracur. Somewhere in the neighborhood of $24,000 or $25,000. 

Mr. Kennepvy. What was the nature of the fraud, Mr. Sprague? 

Mr. Spracur. Generally the contractor included, in its terminatior 
claim, general-use machinery which was not purchased for the specific 
contract terminated, and some of the machinery had been resold by the 
contractor at the time he filed his termination claim. 

Some of the machinery was bid in at scrap prices by scrap dealers 
who did not see the termination inventory. They could not see it 
because some of the inventory was not on hand. 

Mr. Kennepy. Out of that audit and the report of the General 
Accounting Office grew a criminal prosecution of the president and 
the general superintendent of the Advance Plating Co. ? 

Mr. Spracue. Yes, sir. 
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Mr. Kennepy. You were in that trial? 

Mr. Sprague. Yes, sir, I assisted the United States attorney on 
the case. 

Mr. Kennepy. How long did the trial last ? 

Mr. Spracue. Somewhere in the neighborhood of 4 to 6 weeks. 

Mr. Kennepy. You testified at the trial? 

Mr. Spracue. Yes, sir, for 21% days. 

Mr. Kennepy. Was that trial before a judge without a jury? 

Mr. Spracue. Yes, sir. 

Mr. Kennepy. And what was the result? 

Mr. Spracur. It resulted in an acquittal on the criminal charge. 

Mr. Kennepy. Of both defendants? 

Mr. Spracue. Yes, sir. 

Mr. Kennepy. And the president of the Advance Plating Co. was 
who? 

Mr. Spracue. Mr. Bernard M. Baur. 

Mr. Kennepy. And his address? 

Mr. Spractue. I don’t know. It is Detroit, Mich. 

Mr. Kennepy. And the other defendant ? 

Mr. Spracur. Mr. Peter Francis Tresnan. 

Mr. Kennepy. What was his capacity in the Advance Plating Co. ? 

Mr. Spracur. Plant superintendent. 

Mr. Kennepy. He is also a resident of Detroit? 

Mr. Sprague. I can’t answer that question. 

Mr. Kennepy. Did the Comptroller General refer this case to the 
Department of at e as a civil claim? 

Mr. Sprracue. Civil and criminal, as I understand it. It was for 
appropriate action. 

Mr. Kennepy. In referring these claims to the Department of 
Justice, does the Comptroller General make any recommendations 
concerning criminal prosecution ? 

Mr. Enotererc. He refers it for appropriate action by the De- 
partment of Justice. He doesn’t refer to criminal or civil. 

Mr. Kennepy. But the Advance Plating Co. claim was referred 
to the Department of Justice? 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. What date? 

Mr. Spracur. September 16, 1946. 

Mr. Kennepy. It was certified as to fraud by the Comptroller 
General ? 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. Are you familiar with a letter, Mr. Sprague, which 
was written by a United States attorney, Mr. A. S. Kerr, to the Gen- 

al Accounting Office on December 10, 1946, following the acquittal 
of Mr. Baur? 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. What did that letter state in substance as to the out- 
come of that criminal case ? 

Mr. Spracur. Quoting from the letter: 

The accounting evidence itself was of a high caliber and the court commented 
several times upon the painstaking preparation thereof. 

Mr. Kennepy. Was there anything further in that letter as to the 
attorney’s opinion as to whether or not the accounting charges had 
been proven ? 
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Mr. SpraGue (reading) : 


The result of any criminal prosecution is highly speculative and it is believed 
that if a retrial were possible or if the trial had been held under other circum 
stances, that a guilty verdict might have been obtained. Count 2 of the indict 
ment dealt with certain termination claims made by Advance Plating Co. whic} 
had not been paid within the meaning of J. T. R. (Joint Terminal Regulations) 

Mr. Kennepy. Mr. Sprague, you have a statement in that lette 
which starts off: 


The net result of the trial seemed to be—— 
Mr. SPRAGUE (reading) : 


The net result of the trial seemed to be that the accounting mischarges wer: 
proved but the degree of criminal intent beyond a reasonable doubt was in the 
court’s opinion not established, 

Mr. Kennepy. That was the opinion of the United States attorney 
who tried the case. 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. Subsequently did your department hear anything 
from the Department of Justice concerning the civil claims against 
Advance Plating Co. ? 

Mr. Spracur. At an earlier date, sometime during the year 1950, 
I contacted Mr. George Petzer, assistant United States attorney in 
Detroit, Mich. 

Mr. Kennepy. What was Mr. Petzer’s position at that time? 

Mr. Spracur. He was assistant United States attorney at Detroit, 
Mich. 

Mr. Kennepy. What was the substance of that contact that you had 
with Mr. Petzer in 1950? 

Mr. Spracur. During the conversation in regard to the Michigan 
School of Trades, he brought up the fact that there was before him 
the civil prosecution of the Government’s claim in the Advance 
Plating case. 

Mr. Kennepy. Did he indicate he was familiar with the claim? 

Mr. Spracuer. I informed Mr. Petzer at that time that he should 
examine the files of the Department of Justice in connection with the 
criminal prosecution for all the details in connection with the account- 
ing evidence furnished. 

Mr. Kennepy. Did you subsequently hear anything by way of letter 
from the United States attorney’s office at Detroit / 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. When? 

Mr. Spracur. On April 13, 1951. The letter was addressed to the 
regional manager of the General Accounting Office, Mr. Kurt Krause, 
from the United States attorney, reading as follows: 

Re Advance Plating Co., Bernard M. Baur and Peter F. Tresnan. 

Our Mr. George F. Petzer has just returned from Washington, D. C. While 
there he was asked by officials of the Department of Justice why the Detroit 
office did not dispose of the Government's claim against the Advance Plating Co., 
as they are estopped from securing any Government work. They further reported 
this matter has been pending for some time and that if the Government's claim 
is valid an action should be commenced immediately. Mr. Petzer informed 
them that he did not understand the General Accounting Office audit report and 
until he masters the report he is in no position to make a recommendation. 

Will you please assign one of your auditors to explain this report to him? 
Mr. Petzer states he has taken this matter up with your Mr. Clyde Merril who 
promises to investigate the case but he hasn't heard from him. 
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Signed, United States Attorney, Edward T. Kane. 

Mr. Kennepy. Was the request in that letter complied with by your 
office ¢ 

Mr. Spracue. We replied in April 1951, with a letter addressed to 
Mr, Edward T. Kane, United States Attorney, stating in general that 
| would be available for discussion of the case. 

Mr. Kennepy. After that were you ever called upon to discuss the 
case With Mr. Fetzer or anyone else in the United States attorney’s 
office ¢ : ; 

Mr. Spracur. No, sir. 

Mr. Kennepy. You are still available, I] presume, Mr. Sprague? 

Mr. Spracur. Yes, sir. 

Mr. Rogers. Were you present at the time of the presentation of 
the evidence in the criminal case that resulted in the acquittal 

Mr. Spracur. Yes, sir. I helped the United States attorney. 

Mr. Rogers. Did the United States attorney present all the evidence 
you offered them there ? 

Mr. Spracur. Yes, sir. 

Mr. Rogers. He presented everything the office had / 

Mr. Spracue. Yes, sir. 

Mr. Kennepy. He presented it in full? 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. Did he cooperate with you and give you every coop- 
eration at the time of the trial ? 

Mr. SPRAGUE. He gave me every cooperat ion possible. 

Mr. Kennepy. That resulted in a verdict of “not guilty” as to the 
criminal charge ? 

Mr. Spracur. That is correct, sir. 

Mr. Kennepy. Asa matter of fact, it is your opinion that Mr. Kerr 
did a good job in this case ? 

Mr. Spracur. Yes, sir. He is no longer with the Department, sir. 

Mr. Kennepy. Is it that same attorney who stated his opinion in 
the letter of December 1946, that in his opinion the accounting mis- 
charges had been proved ? 

Mr. Spracur. Yes, sir. 

Mr. Kearinc. You have in your file a letter from the Department 
of Justice dated June 27,1951? Is that the one you just read? 

Mr. Spracur. May I answer Mr. Kennedy’s question further ? 

At the end of the trial the judge made a statement to Mr. Kerr to 
the effect that the accounting evidence was very satisfactory but that 
the defendants in the instant case had not done any more than misrep- 
resent and get a little more money from the Government than was 
due them. 

Mr. Kearinec. That is what the judge said ? 

Mr. Spracur. Yes, sir. 

Mr. Keratine. What judge was that? 

Mr. Spraaur. Judge Levin. 

Mr. Kennepy. Do you have a letter from Mr. Baldridge of the De- 
partment of Justice dated June 27, 1951 ? 

Mr. Spracvur. Yes, sir. Gentlemen. that letter stated that the De- 
partment of Justice was of the opinion that they could not sustain a 
civil suit in this matter due to the fact that some of the witnesses 
were dead. 
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Mr. Kennepy. Do you know of any witnesses who were present 
that criminal trial who have since died ¢ 

Mr. Spracur. No, sir. 

Mr. Cuerr. Are any of them to your knowledge even ill / 

Mr. Spracur. Not to my knowledge, sir. 

Mr. Rocers. One other question in that regard. Were there an 
witnesses who may be material in a civil case who were not prese! 
in the criminal case, of whom you know ? 

Mr. Spracur. That is a legal question, sir. I’m not qualified. 

Mr. Rogers. Well, I'll put it this way. You gave to the United 
States Attorney a list of all the witnesses that in your opinion yor 
thought could be of some assistance to him in the criminal case, di: 
vou not? 

Mr. Spracue. Yes, sir. 

Mr. Rocers. Did he use all of those witnesses that you suggested 

Mr. Spracur. Yes, sir. 

Mr. Rogers. So far as you know, all of those witnesses are st 
alive ¢ 

Mr. Spracur. To the best of my knowledge, sir. 

Mr. Cuetr. But the attorney is no longer with the Department ’ 

Mr. Spracur. No, sir. 

Mr. Kennepy. Mr. Sprague, you have in your file a memorandu 
from Mr. Kurt W. Krause, of the Detroit office, to Mr. Warren, t] 
Comptroller General, dated July 25, 1951? 

Mr. Spraaue. Yes, sir. 

Mr. Kennepy. What was the substance of that memorandum? 

Mr. Sprague. Mr. Krause recommended to the Comptroll 
General : 

Based on the foreging facts it is the opinion of this division that consideratio 
of the facts in the Advance Plating case by disinterested attorneys of the Di 
partment of Justice will sical in a substantial recovery without any additiona 
evidence. Recommendation is made that the Department of Justice be advised 
accordingly. 

Mr. Kennepy. Mr. Engleberg, addressing you for a moment, do you 
have in your file any information to show that the information and 
the recommen! ‘tion contained in that memorandum eventually wer 
relayed to the Department of Justice ? 

Mr. Eneteserc. By letter of August 15,1951, the Comptroller wrote 
to the Attorney General urgently recommending that every possible 
step be taken, and by suit if necessary. to recover the amount deemed 
fraudently obtained. 

Mr. Cuetr. Just for the purpose of the record and the committee’s 
information, who is this Mr. Krause who wrote vou the memorandum / 
Is he the chief of the Detroit division ? 

Mr. Spracur. Regional office, that is right. 

Mr. Rogers. And just as a matter of clarification, do I understand 
these are letters that were sent to the Department of Justice after th: 
letter was received that certain witnesses had died / 

Mr. Srracur. Yes, sir. 

Mr. Kennepy. What was the date again of the letter. signed by 
Mr. Baldridge, to the General Accounting Office? What was that 
date ? 

Mr. Sprague. June 27, 1951. 

Mr. Kennepy. I would like to tell the committee that I am leaving 
the Advance Plating Co. at this time. 
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Mr. Rogers. Let me ask one question, then. Mr. Engleberg, the 
letter which you read was written in the month of August 1951. 

Mr. Encteperc. August 1951. 

Mr. Rogers. Have you had any communication from the Depart- 
ment of Justice since that time? 

Mr. Eneuesera. No, sir. 

Mr. Rogers. Has the General Accounting Office ever taken it up any 
further, to see if they have any further explanation after that letter 
of June wherein they said that they couldn't prosecute because of the 
death of witnesses ¢ 

In other words, has the General Accounting Office done anything 
about it since August of 1951? 

Mr. Eno eserc. I cannot definitely say that we have called. We 
cannot say we wrote to Justice. We assume they are trying to make a 
recovery from this firm. 

Mr. Rogers. But you have had no further report from Justice? 

Mr. Encreserc. No, sir. 

Mr. Werrze.. I wonder if we might interject one explanation here: 
While the Comptroller General did write to the Department of Jus- 
tice in this case, because of these unusual circumstances—naturally we 
are interested in the future progress of cases that are reported to 
the Department—under the Contract Settlement Act our authority 
and responsibility ends when Mr. Warren has certified a case to the 
Department. He has no further power to require any further action 
after that time. I think that might explain why in some of these 
cases we have not made such inquires. 

Mr. Cuetr. But even so, notwithstanding that, from the evidence 
of Mr. Engleberg and others, you have from time to time called and 
consulted with the Department and more or less attempted to jog their 
memory to find out what the facts were and what the status was of 
the case ? 

Mr. Wetrze.. That is absolutely correct, Mr. Chairman, where we 
have subsequent information or where we are not satisfied with the 
way things are going, we have contacted them. 

Mr. Cuexr. You feel you have done all you could do under the cir- 
cumstances to urge the Department to proceed with the prosecution ? 

Mr. Werrzen. We do, Mr. Chairman. 

Mr. Kerarttne. And I agree entirely, Mr. Weitzel, that it is not 
your responsibility to act as a bird dog on that Department to see if 
they have finished something. You have finished your job when 
you turn it over to them, with the exception of calling their attention 
to additional facts which may come to your knowledge, but you are 
not supposed to check on other Government de yartments to see that 
they do their job. It is not set up in the law that way, and you are 
not so set up administratively to do it. 

Mr. Cuetr. Mr. Kennedy. 

Mr. Kennepy. Mr. Sprague, during your work in the Detroit office, 
the General Accounting Office, did you have occasion to investigate 
and make an audit in a case known as the Michigan School of Trades, 
Inc. ? 

Mr. Spracue. Yes, sir. 

Mr. Kennepy. Does that company stand by itself or are there other 
related corporations? 
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Mr. Spracue. There are three schools in that set-up and a printing 
company, and they are the Michigan School of Trade, the Michigan 
Diesel School, the Michigan Technical Institute, and the Peter F. 
Hayden Co. 

Mr. Kennepy. Did your investigation cover all four of those insti 
tutions / 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. That was not a case under the Contract Settlement 
Act. was it, sir? : 

Mr. Spracur. No, sir. 

Mr. Kennepy. How does that come to the General Accounting 
Office / 

Mr. Spracur. Sir, in 1949 we received instruction from the Comp 
troller General’s Office to make an examination of certain profit 
schools, training veterans under the GI bill of rights. 

Mr. Kennepy. In other words, it was referred to you by the Veter 
ans’ Administration. 

Mr. Spracur. No, we received instruction from the Office of the 
Comptroller General to make an examination. 

Mr. Kennepy. You made the examination / 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. Did you find what you believed to have been fraud 
in the accounts of those companies ¢ 

Mr. Spracvue. Yes, sir. 

Mr. Keunepr. What was the nature of some of those? 

Mr. Spracur. In the case of Michigan School of Trades, the letter 
from the Veterans’ Administration to the school stated che schoo] 
would be on a clock-hour basis, and the school had each veteran punch 
a time card and recorded it on a record. The basic record, the time 
cards, were all destroyed, so following good audit procedure we con 
tacted some of the veterans and some of the veterans were able to es 
tablish that they were not in school when the record showed they were 
in school. 

Mr. Cuetr. How many would you say? 

Mr. Spracuer. We contacted about 10, and I think that at least 25 
to 50 were able to substantiate in some form that they were not in 
school when the attendance records showed they were there. 

Mr. CHetr. 25 or 30 the 40 they had listed ’ ; 

Mr. Spracur. Yes, s 

Mr. Kennepy. Do nok have any other cases of that type of fraud? 

Mr. Spracue. In the case of the Michigan School of Trades they 
filed with the Veterans’ Administration, in negotiation of the rate, 
a claim of $5,000 as I recollect for a legal fee which would not be al 
lowable if paid in connection with a suit against the United States 
Government. The money was actually used in a suit filed in New 
York City, where the s ‘hool was becoming a party to a suit against 
the Administrator of Veterans’ Affairs. The suit name is Met: opoli 
ran Training Ce nte y*. Tne. Vv. ( ‘arl R. Gray, Jr... Administrator of Ve t- 
eran’ Affairs, and it is suit 10629—pardon me, That is in the District 
of Columbia. 

Mr. Kennepy. Do you have any other illustrations of fraud? 

Mr. Spracve. The school included in its cost statement all of its 
starting load costs. This school was set up primarily to train veter- 
ans. They had teachers working for the first 6 weeks of incorpora- 
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tion preparing instructional aides, which was of a capital nature. 
The building had been completely remodeled. Those charges were 
charged as costs and possibly capitalized. 

Mr. Kennepy. What was the total amount of the fraud involved 
in your estimate after you had finished your investigation / 

Mr. Spracur. All three schools, $1.313,.358.53. 

Mr. Kennepy. Do you know . proximately the date this matte 
was referred to the Departme nt of Justice / 

Mr. Spracur. The matter was referred water we talked to the 
Veterans’ Administration in Detroit. We had heard that the school 
was going to dispose of some of its assets. 7 called the Regional 
Manager of the Veterans’ Administration who contacted the Solicitor’s 
Office and received instruction to contact the United States attor hey 
to get a restraining order issued restra ning the school and the officials 
from disposing of its property. 

Mr. Kennepy. Do you know approximately when that was? 

Mr. Spracur. That would be some time during March 1950, be 
tween March 10 and 13. 

Mr. Kennepy. In 1950? 

Mr. Spracur. Yes, si 

Mr. I NNEDY. Whi is the } resident of Mic hig: an School of Trades. 
Inc. ? 

Mr. Sprague. A man by the name of Halley. 

Mr. KeNNEDY. What connection does Mr. Joseph R. Peters have 
with that school / 

Mr. Spracur. Mr. Peters through his wife owned controlling inter 
est in the school. 

Mr. Kennepy. After the reference to the Department of Justice, 
a series of negotiations looking toward settlement of the civil claim 
were entered upon; is that correct, sir? 

Mr. Spracur. That is right, sir. 

Mr. Kennepy. Were you present at any of those conferences ? 

Mr. Spracur. I was present at all of them, sir. 

Mr. Kennepy. Who represented the Michigan School of Trades 
in Detroit / 

Mr. Spracur. Mr. John Poole. 

Mr. IXENNEDY. Was he an individual practitioner, or a member 
of a firm / 

Mr. Spracur. He is a member of the firm of Littel and Poole. 

Mr. Kennepy. Is it Poole, Warren & Littel ? 

Mr. Spracur. Poole, Warren & Littel. That is correct, sir. am 
Sorry. 

Mr. Kennepy. Did the corporation have any Washington counsel 4 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. Who were they? 

Mr. Spracur. We met in a meeting in Mr. Poole’s office February 
21, 1950, and Mr. Miller of the firm of Clifford & Miller was present. 

Mr. Kennepy. Is that Mr. Edwin Miller / 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. And his partner is Mr. Clark Clifford. 

Were there any other attorneys that vou know of, Detroit or Wash 
ington attorneys, who figured in this case or received fees that you 
know of, from your auditing of the books in connection with this case / 
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Mr. Spracur. We made examination of the records of the Michigan 
Technical Institute for the period January 1, 1950, through April 30 
1950, and the college register disclosed that Mr. George S. Fitz 
gerald received check 6493, dated March 30, 1950, in the amount of 
$5.000. 

Mr. Kennepy. Is Mr. George Fitzgerald an attorney ? 

Mr. Spracur. Yes, sir. He is also Democratic national committee 
man, 

Mr. Kennepy. In Detroit? 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. Do you know of any services he rendered—that is, 
did he participate in any of the conferences that you were at in con 
nection with this case? 

Mr. Spracur. No, sir. 

Mr. Kennepy. Do the records that you have of your audit show 
what the fees of the other attorneys were in this « “ase ? 

Mr. Spracur. On March 17, 1950, Mr. Poole received check 6471. 
in the amount of $5,000. 

There was also rumor to the effect, and later Mr. Petzer advised me, 
that the case had been taken out of his hands by the Department of 
Justice, Washington, and that Mr. Clifford had been hired and re- 
ceived a substantial fee. 

Mr. Kennepy. Do you know what the fee was ? 

Mr. Spracur. At the time, sir, it was about $25,000. 

Mr. Rogers. Did Mr. Petzer represent the Government in these 
negotiations at the time that you first went in in February or March 
19502 

Mr. Spracue. Yes, sir. 

Mr. Rocrers. When was it taken out of his hands, to your know] 
edge? 

Mr. Spracur. To my knowledge, it never was. 

Mr. Rogers. When did he no longer represent the Government? I 
thought you testified some place along the line that he did not. 

Mr. Spracur. He was released by the Department of Justice some 
time during August 1951, as I recollect. 

Mr. Rocers. Do I understand that from the month of February or 
March 1950, the United States Government was represented by the 
assistant United States attorney throughout all these negotiations? 

Mr. Spracur. Yes, sir; the same United States attorney, Petzer, 
handled all the negotiations for the Government with the school and 
the counsel. 

Mr. Kennepy. Mr. Petzer was also handling the civil claim in the 
Advance Plating Co, ? 

Mr. Spracuer. Yes, sir. 

Mr. Kennepy. Eventually, the civil claim which in your opinion, 
was $1,313, 358.53, was settled between the Michigan Se hool of Trades 
and the United States Government ? 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. What was the amount it was settled for ? 

Mr. Spraacur. $125,000, sir. 

Mr. Kennepy. Before this settlement was consummated, was the 
General Accounting Office advised by the Department of Justice of 
the pending settlement? 

Mr. Spracuer. Yes, sir. 
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Mr. Kennepy. Under what date? 

Mr. Enateserc. Since I would receive communications in the 
Legal Division, if you wish I could testify to that. 

Under date of July 11, 1951, the office received a letter from the 
Justice Department stating that, after a review of the case, it believed 
that the highest amount that could be recovered in the event the 
case went to trial was in the neighborhood of $141,000, so they re- 
quested the views of our office on the acceptance of the $125,000 
‘compromise offer which it stated had been approved by the United 
States attorney in Detroit and the Solicitor of the Veterans’ 
Administration. 

We referred that communication to our Detroit office for comment. 

Mr. Rocers. Could you tell me—— 

Mr. Cuetr. I am going to sustain an objection to interruptions 
of counsel when he is trying to follow a line of thought. I will defer 
to members of the committee for appropriate questions. 

The Chair is not going to recognize any member of the committee 
to interrupt counsel. 

Mr. Eneeperc. We referred that to our audit division in Detroit 
for its comment on the compromise offer. 

Before we received a reply we got another letter from the Justice 
Department, dated August 13, 1951, stating that since their letter of 
July 11, 1951, it has been discovered that the case had been originally 
referred to Justice by the Veterans’ Administration instead of by 
the General Accounting Office, and that the General Accounting 
Office was primarily concerned only with the accounting phase of 
the case. The Veterans’ Administration indicated it~ approval a 


accordingly the offer was being accepted without further delay. 

Mr. Kennepy. Was that letter ever replied to by the General Ac- 
counting Office? 

Mr. Eneweperc. Yes, sir. Under date of August 30, 1951, the 
Comptroller replied to both letters and said—I may quote the con- 
cluding paragraph: 


While it is true that this case was originally reported to your Department 
by the Veterans’ Administration, it was the subject of extensive investigation 
by this office, which indicated brazen and flagrant fraud and corruption, and 
financial loss to the Government in excess of $1 million. 

In view thereof, it is the view of this office that vigorous prosecution of the 
Government’s claim without regard to the time and expense involved, would 
be more in the interest of the Government than would acceptance of the re- 
ported offer which is substantially less than the amount withheld by the Vet- 
erans’ Administration. 

Mr. Kennepy. Now, will you explain that last clause, please? 

Mr. Enoieserc. The Veterans’ Administration was withholding 
funds due the school at that time. 

Mr. Kennepy. Do you know the amount? 

Mr. Spracur. Approximately $190,000. 

Mr. Kennepy. In other words, the school had a credit of $190,000 
from the Government at that time. 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. So after the settlement of $125,000 there was ap- 
proximately $65,000 in the hands of the Government which had to 
be turned over to the Michigan School of Trades. 

Mr. Spracur. That is approximately correct, sir. 
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Mr. Kennepy. Do you have any knowledge of the status of thx 
criminal prose ution against the Michigan School of Trades at th 
time, if there is one? 

Mr. Spracur. Currently the Federal Bureau of Investigation 
Investigating the matter. 

Mr. Kennepy. In this case, the civil aspect of the case was settle 
before the conclusion of the er iming ¥ aspect ¢ 

Mr. Spracur. That is correct, 

Mr. Kennepy. Mr. Sprague, while you were working on the Michi 
gan School of Trades case in 1951, you had oceasion to visit Washing 
ton in company with Mr. Petzer; is that correct? 

Mr. Spracue. That is correct, 

Mr. Kennepy. During what ae was that ? 

Mr. Sprague. During the month of April 1951. 

Mr. Kennepy. What was the purpose of your visit to Washington 
at that time ? 

Mr. Spracur. It was to attend conferences in regard to the settle- 
ment of the civil action in the case of the Veterans’ Administration. 
the Michigan School of Trades, and the related schools. 

Mr. Kennepy. Mr. Petzer at that time was assistant United States 
attorney in Detroit: is that correct ? 

Mr. Spracur. That is correct. 

Mr. Kennepy. He was handling the Government side of that claim? 

Mr. Spracur. That is correct, sir. 

Mr. Krennepy. Now, in planning your trip to Washington, did 
you have some conversation with Mr. Petzer as to your transportation 
to Washington and your accommodations while down here? 

Mr. Spracur. I did, sir. 

Mr. Kennepy. Where did that conversation take pl ice ¢ 

Mr. Spracur. In Mr. Petzer’s office in the Federal Building in 
Detroit, Mich. 

Mr. Kennepy. Do you recall the day, or the day in relation to 
your departure, how long before it was? 

Mr. Spracur. It was the Friday before we left for Washington. 

Mr. Kennepy. What was the substance of that conference, briefly ? 

Mr. Spracur. I asked him how we were going to obtain our air- 
plane tickets and he said he would obtain mine for me if I gave him 
the transportation request, and at that time I gave him the transporta 
tion request and he called his girl in and said to pick up the reserva 
tions in Mr. Peters’ name. 

Mr. Kennepy. And Mr. Peters was the man who was interested 
in the Mie hig an School of Tr: — 

Mr. Spracur. That is correct, 

Mr. Kennepy. What was ca ao hotel accommodations while 
down here ¢ 

Mr. Spracur. I asked Mr. Petzer where we were going to stay and 
he said Mr. Poole and Mr. Peters had made a reservation at the 
Statler for us. I explained to Mr. Petzer that I was traveling on 3!) 
per day and that I did not feel I could enter into any negotiations 
with Mr. Peters, and I could not accept anything of that type from 
him. 

Mr. Kennepy. Did Mr. Petzer indicate that the hotel acecommoda 
tions would be paid for by Mr. Peters or Mr. Poole, his attorney ? 
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Mr. Spracur. He stated at that time that he had been down in Feb- 
ruary 1951 and that Mr. Peters and Mr. Poole had paid his expenses 
at the Statler. 

Mr. Kennepy. Subsequently you went to Washington that week. 

Mr. Sprague. I beg your pardon, sir? 

Mr. IXENNEDY. You went to Washington. v days after this con- 
versation / 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. How did you come down / 

Mr. Sprague. I had the plane reservation, but it was snowing in 
Detroit on that Sunday afternoon, and Mr. Krause thought I had 
better take the train in order to be here Monday morning. 

Mr. Kennepy. So you came by train / 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. Did you and Mr. Petzer stay together while you 
were here / 

Mr SPRAGUE. } es. sir! Mr. Pet ze lL mace a resel vation at the Annap 
olis for us and upon arrival here—it was a double room, so we bot 
O cupied the same room. 

Mr. Kennepy. How long were you here on that visit / 

Mr. Spracur. It was from Monday until Friday morning. 

Mr. Kennepy. There was a conference on Monday concerning 
Michigan Trades case; is that right ? 

Mr. Spracur. That is right. 

Mr. Kennepy. You attended that conference / 

Mr. Spracur. Yes, sir 

Mr. Kennepy. Was there any representative of the offices of C 
ford & Miller present there / 

Mr. Spracuet. No, sir. 

Mr. Kennepy. Tuesday there was another conference? Were > 
present at that one? 

Mr. Sprague. I was not invited to that one. 

Mr. Kennepy. The Monday conference would be on April 2, 1951. 

Mr. Spracue. That is correct. 

Mr. Kennepy. Tuesday, April 3, 1951. 

Mr. Spracur. That is correct, sir. 

Mr. Kennepy. There was a conference on April 4, 19517 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. And you were present at that time? 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. Thursday there was another conference / 

Mr. Spracur. That is correct. 

Mr. Kennepy. You were present at that conference / 

Mr. Spracue. Yes, sir. 

Mr. Kennepy. That would be April 5, 1951 ¢ 

Mr. Spracur. That is right. 

Mr. Kennepy. Mr. Petzer was present at the conference ? 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. During that conference did Mr. Petzer have any 
conversation with you about a phone call he had received / 

Mr. Spracur. Yes, sir. He stated that he had received a call from 
Mr. Bernard M. Baur, of the Advance Plating Co. 

Mr. Kennepy. What was the nature of the call? Did he tell vou? 
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Mr. Spracue. He did not tell me what the nature of the call was 

Mr. Kennepy. Was any representative of Clifford & Miller prese: 
at any of those conferences that week / 

Mr. Spracue. There was no representative of that law firm at am 
of those conferences. 

Mr. Kennepy. Was that commented on? 

Mr. Spracur. Mr. Petzer said that during these conferences they 
had no member of the firm of Clifford & Miller present. 

Mr. Kennepy. Did he add anything beyond that ? 

Mr. Spracur. He stated that in the prior conference, Mr. Clark 
Clifford was present. 

Mr. Kennepy. Did he give any indication as to the impressio1 
caused by Mr. Clifford’s presence ? 

Mr. Sprague. That there would not have to be any bowing down 01 
anything else to the gentleman. 

Mr. Kennepy. Did Mr. Petzer say that? 

Mr. Sprague. Yes, sir. 

Mr. Cueir. Was that “bowing down” ? 

Mr. Sprague. Yes. 

Mr. Kennepy. There would not have to be any bowing down‘ 

Mr. Spracur. Or kowtowing to Mr. Clifford. 

Mr. Kennepy. After that conference on Thursday, April 5, 1951 
you returned to your hotel room ? 

Mr. Sprague. Yes, sir. 

Mr. Kennepy. Alone? 

Mr. Sprague. Yes, sir. 

Mr. Kennepy. About what time did you get back there, do you 
recall ? 

Mr. Spracur. To the best of my recollection it was sometime be 
>ween 4 and 5 o’clock. 

Mr. Kennepy. While you were there in the hotel room, what hap 
pened ¢ 

Mr. Spracue. The phone rang and I answered it. 

Mr. Kennepy. Who was it, do you know ¢ 

Mr. Spracug. It was Mr. Baur. 

Mr. Kennepy. Did he state it was Mr. Baur? 

Mr. Sprague. He so stated, and I also recognized his voice. I had 
talked to the man many times on the phone. 

Mr. Kennepy. This was on Thursday, April 5, 19514 

Mr. Spracue. Yes, sir. 

Mr. Kennepy. What did Mr. Baur say? 

Mr. Sprague. He asked for Mr. Petzer and I informed him that Mr. 
Petzer was not there. He asked me to have Mr. Petzer call him 
at the Statler Hotel. 

Mr. Kennepy. Did Mr. Petzer come into the hotel room subse- 
quently ¢ 

Mr. Spracur. I gave him the message—— 

Mr. Kennepy. Did he come into the hotel room subsequently ? 

Mr. Sprague. Yes, sir. 

Mr. Kennepy. And did you give him the message? 

Mr. Sprague. Yes, sir. 

Mr. Kennepy. And what did he do? 

Mr. Spracue. He returned the call in my presence. 
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Mr. Kennepy. Did you know or did he tell you what the substance 
of his conversation with Mr. Baur was? 

Mr. Sprague. During the evening ? 

Mr. Kennepy. No, on the phone. 

Mr. Spracure. They made arrangements to have dinner together 
and he stated to me that he hoped to be back early enough to see me 
before I left the following morning. 

Mr. Kennepy. Did he then leave the hotel room ? 

Mr. Sprague. Yes, sir. 

Mr. Kennepy. Did there come a time when he returned to the 
hotel ? 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. About what time? 

Mr. Spracur. Between 1 and 2 o’clock. 

Mr. Kennepy. The following morning? 

Mr. Spracue. Yes, sir. 

Mr. Kennepy. Friday, April 6, 1951? 

Mr. Spraaue. That is correct. 

Mr. Kennepy. Did you see him come in? 

Mr. Sprague. I woke up, yes. 

Mr. Kennepy. And what did you see? 

Mr. Sprague. Mr. Petzer was writing on the wall of the bathroom 
which was at the foot of my bed. 

. Kennepy. Do you mean writing on the wall or on paper? 
. Sprague. I did not know ac tually until the next morning. 
. Kennepy. You found that he had written you a note? 
. Sprague. Yes, sir. 
. Kennepy. And did he leave that note there in the bedroom 
for you 4 

Mr. Spracvue. Yes, sir; it was left on the dresser. 

Mr. Kennepy. And the next morning you picked that note up? 

Mr. Spracue. Yes, sir. 

Mr. Kennepy. And read it? 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. It was addressed to Walter? 

Mr. Spracur. That is right. 

Mr. Kennepy. That is what Mr. Petzer called you? 

Mr. Spracur. Yes, sir. 

Mr. Kennepy. Did that letter read as follows? 

I went to see B. Baur as arranged. When I got there and started to discuss 
his case, he called Colonel Boyle, National Democratic chairman, and Howard 
McGrath, Attorney General, and they both came to his suite. I am to confer 
with McGrath in the morning regarding Baur’s case. I called the hotel several 
times to reach you. As I stated, I was with an attorney from Detroit and would 
have introduced you under an alias, but couldn’t reach you. I didn’t think they 
(Baur) would recognize you. I am sorry I was unable to keep you company, 
but will see you in Detroit. Hope you have a pleasant journey to Detroit. If I go 
to New York, I will send you a card. Excuse the writing. 

GEORGE. 

Was that the letter? 

Mr. Sprague. Yes, sir. 

Mr. Kennepy. What did you do with that letter, Mr. Sprague? 

Mr. Sprague. When I returned to Detroit I showed it to Mr. Krause, 
my chief, and the letter was held until there was some sign of a com- 
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promise settlement on the suit, at which time it was forwarded to the 
Comptroller General’s office. 

Mr. Kennepy. ‘The compromise that you referred to had to do with 
the Michigan School of Trades? 

Mr. Spracur. That is right. 

Mr. Kennepy. Mr. Baur was in the Advance Plating Co. case? 

Mr. Spracur. That is correct. 

Mr. Kennepy. Nothing was done about collecting the civil claim in 
the Advance Plating Co. case? 

Mr. Spracur. Nothing other than Mr. Petzer informed me at one 
time that the Department was holding up the company’s Internal 
Revenue refund in the amount of approximately $20,000 and that the 
company Was anxious to get the money. 

Mr. Kennepy. You do not know whether they ever got it or whether 
it is still being withheld ? 

Mr. Spracue. I do not know, sir. 

Mr. Kennepy. I have no further questions for Mr. Sprague. 

Mr. Cuetr. Mr. Rogers. 

Mr. Rogers. 1 want to know what the policy of this committee is 
going to be as to members asking questions. 

Mr. Cnevr. Now the Chair has some questions he would like to 
ask—and during the statement of the witness the Chair wrote them 
down—which I hope to propound a little bit later on, in order to con- 
serve time and also to refrain from interrupting counsel. 

The Chair does not want it understood that he will not recognize a 
member to pinpoint a date or anything along that line, but the point 
that I do want to make clear is that I did not want any committee 
member to proceed with a line of questioning which would interrupt 
the continuity of thought of counsel. That is the only thing I wanted 
to get over. 

Mr. Rogers. Do I take it that, if a member of this committee wants 
to bring out something from a witness at the time, he will not be per- 
mitted to do it ? 

Mr. Cueir. Not at length; no, sir. 

Mr. Rogers. I want to know then what function we have as mem- 
bers of this committee. 

Mr. Cuetr. You will have plenty of opportunity to ask any and 
all questions. 

Mr. Rogers. Can we ask them at the time that it takes place? 

Mr. Cuevr. I said you could ask questions. Of course you can ask 
questions, but the idea is, Mr. Rogers: the staff has worked very hard 
on this, and they have prepared these cases. They have gone into it 
very carefully, and I am merely trVing to conserve time and aid the 
staff. 

If I am wrong, the committee can overrule me. If the committee 
overrules the Chair, it is certainly all right with me. 

Mr. Keatrne. I think I should say this to the chairman: The man- 
ner in which he has conducted these hearings is extremely fair. He 
has alternated in permitting members of both sides to ask questions 
when their turn came. I have interjected a few times myself, as have 
others, to clear up a date or some such thing as that, but I agree with 
the chairman that the only orderly way to conduct such a hearing is 
by not allowing members of the committee to interrupt for extended 
questioning until their turn comes. 
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Mr. Cueur. That is the point, the extended quest ion. 

Mr. Rogers. When I wanted to ask a question of this gentleman 
as to the date of that letter, you would not permit me to do it. 

Mr. Cuetr. But any number of times, to be honest about it, you 
nterrogated the man question after question, which was most dis- 
oncerting to counsel. 

Mr. Rogers. Is counsel running the committee ? 

Mr. Cuevr. They are running it as far as I am concerned on this 
uticular hearing, because they prepared this case. 

Now, if you want to take the question of the Chair’s ruling up with 
the committee and they want to override the chairman, that is per- 
fectly all right. I will entertain a motion for that purpose if you so 
desire. Otherwise, let us proceed, gentlemen. 

Who is the next witness ? 

Mr. Rogers. Then I would like to ask a question. You made a ref- 
erence to a letter—I believe it was in August 1951—from which you 
were testifying. 

Mr. EncGueserc. I believe you have reference to the letter that the 
Compt roller wrote the Attorney General after the Justice Depart- 
nent had indicated it did not want any comments from the General 
Accounting Office on the acceptance of that compromise offer. Is 
that right, sir? 

Mr. Rogers. Yes. 

Mr. Encurpserc. That letter was dated August 30, 1951. 

I believe that settlement was not made until October 1951. Am I 
correct on the date? 

Mr. Spracur. Yes. 

Mr. Cueir. Are there any other questions of this witness ? 

Mr. Rodino? 

Mr. Ropino. I would like to direct a question to whomsoever cares 
to answer it: Could you estimate for us how much time actually 
elapses from the time you initially have these cases called to your 
attention for study and investigation until you make your actual find 
ings and certify them to the Justice De partment / 

Mr. Excrenerc. Do you mean after the Audit Division reports it 
to the Committee on Termination Settlements? 

Mr. Ropino. That is right. 

Mr. Enciererc. I would estimate, on each case, pr rhaps 5 months 
of study on the case by the Legal Division and then consideration by 
the Committee on Termination Settlements, and then consideration 
by the Comptroller before that case actually goes out to the Depart 
ment of Justice. 

Mr. Ropino. And you believe that within that leneth of time you 
have actually been able to collect all the facts and make the proper 
investigation ? 

Mr. Encurererc. I misunderstood. <All that is done nee the case 
comes to the Legal Division. That has all been done by the Audit 
Division. 

Mr. Roprno. Do you mean beginning with the time the Audit Divi- 
sion first goes out ? 

Mr. Enouesera. Yes: that is right. 

Mr. Roptno. I recognize there will be differences in cases and the 
amount of time involved. 
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Mr. Spracue. It just depends upon the particular case and what 
further analysis is = Ordinarily, within 5 days, we will reply 
to the Department’s letter; yes, in the field. 

Mr. Enaeserc. I believe the C ongressman means the independent 
investigation in the Audit Division. How long does it take you on a 
case ¢ 

Mr. Spracur. I cannot answer that because there are many, many 
factors. The Michigan School of Trades we worked on, I would say 
myself and four other people, for approximately 5 months. 

Mr. Roprno. Those first cases, the Technical Manuals cases, how 
long a period of time do you think it took to get all the evidence 
together and then make your proper investigation and study of 
and then actually make your findings which were sent to the Justice 
Department ? 

Mr. Eneveserc. I would estimate within a year. 

Mr. Rogers. Do you think that is a reasonably sufficient length of 
time to actu: ally study a case and come up with a finding which in your 
estimation is reasonable and fair? 

Mr. Eneuepera. Yes. 

Mr. Cuetr. Mr. Ramsay. 

Mr. Ramsay. I have no questions. 

Mr. Crecr. Mr. Keating. 

Mr. Kratrne. In these Michigan School of Trades cases, I just want 
to make sure I understand the settlement and the result of it, the 
settlement with Peters and the company. 

Instead of collecting something over $1 million, they paid back to 
them something like $65,000 which the Government was holding at 
that time. 

Mr. Spracur. That is approximately correct. There would have to 
be adjustments because the hourly rates for the students’ hours of 
attendance had to be adjusted too, sir. I do not know the definite 
picture, but that would be approximately right. 

Mr. Kratine. Do you know whether it is a fact that this $65,000 
that was paid back to Peters was just about the amount of the fees 
paid to the lawyers in the case, and the accountants? 

Mr. Sprague. I do not know, sir. 

Mr. Cuetr. Mr. Hillings. 

Mr. Hires. I have no questions. 

Mr. Cuetr. The Chair has written down a few questions here while 
you were testifying: You stated awhile ago in your testimony that 
there was an effort made on the part of this technical school to dispose 
of some of its property and that there was a request made, as I under- 
stood it by your office, that a restraining order be obtained to prevent 
their disposing of that property? 

Mr. Spracur. The request originated from our office, Mr. Chairman, 
to the regional manager of veterans’ affairs in Detroit, who cleared 
it with Washington and requested the United States attorney’s office 
to obtain the restraining order from the Federal court. 

Mr. Cuetr. Was there any action or restraining order issued by 
the court ? 

Mr. Spracur. Yes, sir. 

Mr. Cuetr. Thank you very much, that clears up my second ques- 
tion. Thank you very much. 

Mr. Rocers. May I ask a question? 





INVESTIGATION OF THE DEPARTMENT OF JUSTICE 285 


Mr. Cuetr. Yes, sir. 

Mr. Rocers. This restraining order was issued against transfer 
of this property at the time? 

Mr. Spracue. It was issued to stop any transfer of any property 
in connection with the Michigan School of Trades, sir. 

Mr. Rogers. Was that a temporary order? 

Mr. Spracur. It was a temporary order; yes, sir. 

Mr. Rogers. Do you know what finally became of that order? 

Mr. Spracur. The order was dismissed, based upon this $125,000 
settlement. 

Mr. Rogers. In other words, the order remained in force and effect 
from the month of March 1951; is that the date / 

Mr. Spracue. That is right, sir. 

Mr. Rogers. Until the settlement was made at what date? 

Mr. Spracue. October 1951, 

Mr. Rocers. Then the Government withdrew its application for 
permanent injunction ¢ 

Mr. Spracur. That is correct. It was stipulated to by counsel and 
the judge approved it. 

Mr. Cuetr. Are there any further questions? 

Mr. Roprno. I am sorry, I did not get all the testimony. I was 
called on the phone. We were talking about the Advance Plating 
case. Will you tell us what the outcome of that case was, please ? 

Mr. Enereserc. In the criminal phase of it, there was an acquittal. 
The Justice Department indicted criminally in that case. There was 
an acquittal. As to the civil phase, it is pending. 

Mr. Cueitr. Will Mr. Joseph Peters come around, please, sir. 

Thank you very much, gentlemen, for your attendance. We ap- 
preciate your cooperation very, very much. 

Mr. Werrzet. Thank you, Mr. Chairman; we were glad to be here. 

Mr. Kennepy. Mr. Fisher, I bh ave one question of you before you 
leave, please: Are you familiar with the Department of Justice police V 
as to the settlement of civil cases before the outcome of any criminal 
prosecution ¢ 

Mr. Fisner. My experience has been in cases I have seen that they 
always decide the criminal issue first. It is most unusual to settle 
civilly before proceeding criminally. 

Mr. Kennepy. Thank you. 

Mr. Cueur. Mr. Peters, do you solemnly swear that the statements 
you are about to make on this occasion will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Perers. I do. 


TESTIMONY OF JOSEPH PETERS, MICHIGAN SCHOOL OF 
TRADES CORP. 


Mr. Kennepy. What is your connection with the Michigan Schoo] 
of Trades? 

Mr. Perers. I believe I am chief stockholder with my wife. 

Mr. Kennepy. And you have some familiarity with the work of 
that company, I presume. 

Mr. Perers. Yes, sir. 

Mr. Kennepy. Before going into any of your testimony, I want to 
point out it has been brought out here today that the case involving 
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the Michigan School of Trades and the related corporations appears to 
be an open case in the Criminal Division of the Department of Jus- 
tice. Under the circumstances, the subcommittee wants to be very 
careful that no questions are asked of you that would tend to elicit 
é so v directly or indirectly any information that might be prejudicial, 
‘ither to yourse If, the corpor: ation, or the Government’s case. 
Therefore, I want to ask you to answer the questions put to you as 
directly and as briefly as possible, and not volunteer anything, lest you 
might prejudice yourself, the company, or the Government’s case. 

Do you understand that ? 

Mr. Perens. I do, sir. 

Mr. Kennepy. Will vou state your full name, please ? 

Mr. Perers. Joseph Peters. 

Mr. Kennepy. Where do you reside? 

Mr. Perers. Detroit, Mich. 

Mr. Kennepy. What is your occupation, Mr. Peters? 

Mr. Perers. At the present time I am the president of a manufac- 
turing company. 

Mr. Kennepy. Did there come a time in 1950 when the Government 
asserted a claim against the Michigan School of Trades in the amount 
of $1,313,000, roughly speaking ? 

Mr. Perers. I believe the amount was $742,000 and some cents. 
believe court records will show that. 

Mr. Kennepy. That is your understanding of the amount ? 

Mr. Perers. That is right. 

Mr. Kennepy. And at that time, did you feel it necessary to retain 
or consult legal counsel ? 

Mr. Prerers. Yes, sir. 

Mr. Kennepy. Did you consult or retain Mr. George S. Fitzgerald 
in connection with that claim ¢ 

Mr. Perers. Yes, sir. 

Mr. Kennepy. Did you pay him any fee for his services? 

Mr. Prrers. Yes, sir. 

Mr. Kennepy. What was that fee? 

Mr. Perers. $5,000. 

Mr. Kennepy. Had Mr. Fitzgerald ever done any other work for 
your company or your school ¢ 

Mr. Perers. Yes. 

Mr. Kennepy. He had? 

Mr. Perers. Yes. 

Mr. Kennepy. You were also represented in that case by an attorney 
in Detroit by the name of Poole ? 

Mr. Prrers. Yes, sit 

Mr. Kennepy. Will you state his full name, please, sir? 

Mr. Prerers. John Poole. 

Mr. Kennepy. Any middle initial? 

Mr. Perers. He probably has. I do not know what it is, sir. 

Mr. Kennepy. Is he a member of a firm out there? 

Mr. Perers. Yes, sir; it is Poole, Warren & Littel. 

Mr. Kennepy. Have you paid Mr. Poole or his firm any fees for 
services in connection with that case ? 

Mr. Perers. Yes, sir. 

Mr. Kennepy. How much, to date? 
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Mr. Perers. In the year 1950 there was a check made to Mr. Poole of 
$25,000, and another one of $5.400, so during the vear of 1950 he drew 
$30,400 from us. 

Mr. Kennepy. Was that for services in connection with the Govern 
ment claim 2 

Mr. PerTeRs. Mostly with this Government claim, and then we had t 
few others. 

Mr. Kennepy. Most of it was in connection with services with re- 
gard this Government claim. 

Mr. Perers. Yes, sir. 

Mr. Kennepy. Did there come a time when you retained services 
of Washington counsel ¢ 

Mr. Perers. Yes, sir. 

Mr. Kennepy. Whom did you retain? 

Mr. Perers. I retained the firm of Clifford & Miller. 

Mr. Kennepy. That was Mr. Edwin Miller? 

Mr. Perers. Edward. 

Mr. Kennepy. Edward. 

Mr. Prerers. One or the other. 

Mr. Kennepy. Do you know his middle initials ? 

Mr. Perrers. No; I do not. 

Mr. Kennepy. Who retained that firm ? 

Mr. Prrers. I did. 

Mr. Kennepy. ‘To whom did you speak ? 

Mr. Perers. Originally I called Mr. Clifford on this. 

Mr. Kennepy. You called him long distance? 

Mr. Perers. No; I stopped in Washington. 

Mr. Kennepy. Where did you find Mr. Clifford 

Mr. Perrers. At the White House. 

Mr. Kennepy. He was then employed at the White House? 

Mr. Perers. He was employed as counsel to the President of the 
United States. 

Mr. Kennepy. You called him in connection with your case / 

Mr. Perers. I called him after 5 o’clock one day, knowing that he 
Was going into private practice. Lread that in either Time or Business 
Week. 

Mr. Kennepy. Do you recall the approximate date you called upon 
Mr. Clifford at the White House / 

Mr. Perrers. It was some time in the latter part of December. 

Mr. Kennepy. What year? 

Mr. Perers. 1949, I believe. 

Mr. Kennepy. Did you outline the case to him briefly at that 
time 4 

Mr. Perers. Just a résumé to tell him what I was there for; that I 
heard he was going to take up private practice and that I needed some 
Washington counsel and that I did not know of any, and I thought 
he would be a good counsel for us. Any man who is counsel for the 
President should be good counsel for us. 

Mr. Kennepy. Had he been recommended to you by anyone before 
that ¢ 

Mr. Prerers. No, sir. 

Mr. Kennepy. You just knew about him from your own reading? 

Mr. Perers. Yes, sir. 
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Mr. Kennepy. Did you ever discuss him with Mr. Fitzgerald prior 
to that interview ? 

Mr. Perers. No, sit 

Mr. Kennepy. Did Mr. Clifford refer you to Mr. Miller? 

Mr. Perers. That is right. 

Mr. Kennepy. Did he tell you at that time he intended to enter 
partnership with Mr. Miller in a short time? 

Mr. Perers. That is right. He said there was nothing he could do 
he was still the President’s counsel and he had a job to do over there, 
and at some time in the future—I do not remember when he men- 
tioned—that it was common knowledge he was going into practice 
with Mr. Miller, and he said, “If your problem is suc . that it needs 
immediate attention, LO down and see Mr. Miller.” which I did. 

Mr. Kennepy. In your conversation with Mr. Clifford, was any- 
thing said about fees? 

Mr. Perers. I would say we would touch on fees in a conversation 
like that. I do not remember the conversation word for word. 

Mr. Kennepy. All the members of this committee are attorneys, 
and it is somewhat embarrassing for us to go into a brother attorney’s 
fees, but could you tell us if‘there was any agreed-upon amount at 
that time? 

Mr. Perers. Not with Mr. Clifford. Mr. Clifford said that a case 
like that would probably be expensive because it sounded like a lot of 
work. I made fee arrangements only with Mr. Miller. 

Mr. Kennepy. How much have you paid to Mr. Clifford, or the firm 
of Clifford & Miller, in legal fees ? 

our. Perers. In past years I have paid him a little over $25,000— 

.300 or $25,400, somewhere in there. 

“Mr. Kennepy. Did Mr. Clifford ever participate in any of the con- 
ferences leading up to the settlement of this claim ? 

Mr. Perers. No, sir. 

Mr. Kennepy. He never appeared ? 

Mr. Perers. No, sir. 

Mr. Kennepy. Who represented his firm ? 

Mr. Perers. Mr. Miller did until he died, and then Mr. Carson 
Glass. 

Mr. Kennepy. Did Mr. Miller attend conferences regularly or 
would he be present at a few from time to time? 

Mr. Perers. There were some conferences in Detroit. I have a bill 
here where we reimbursed him. Then there were conferences here. 
When the actual settlement started, I think Mr. Miller was dead that 
time, and Mr. Glass came. 

Mr. Kennepy. And at the same time you were also represented by 
Mr. Poole in Detroit, and Mr. Poole was present all the time; was he 
not ? 

Mr. Perers. That is right. 

Mr. Kennepy. Would you say he carried the laboring oar for the 
legal work at that time? 

Mr. Perers. Well, he did a lot of it. He was right there on the 
ground; he had been our attorney in the past and he has a full back- 


- 


ground on this case. 
Mr. Kennepy. You also employed the accounting firm of Ernst & 


Ernst in connection with this? 
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Mr. Perers. They handled the books for the Michigan School of 
Trades. They were audited by Ernst & Ernst. 

Mr. Kennepy. Did they do any special work in connection with 
this case? 

Mr. Perers. Yes. 

Mr. Kennepy. Are you able to say how much of this fee was due 
to their work in this particular case? 

Mr. Perers. I do not know whether I could. We owe them at the 
present time $1,650. They spent a couple of days here. They were 
in these conferences with the Veterans’ Administration, the Justice 
Department, and the General Accounting Office. Ernst & Ernst 
represented us in those conferences. They were in there 2 or 3 days, 
I forget which. 

Mr. Kennepy. Did you pay them anything prior to the rendering 
of that bill for services in connection with this case? 

Mr. Prerers. I know we had paid them, but there would also be 
accounting fees because they were auditors for that particular firm. 
Whether we paid them anything in this particular case or not, I would 
not know. 

Mr. Kennepy. It has been testified here, Mr. Peters, that through- 
out these negotiations the Michigan School of Trades and the related 
companies had a credit in the sum of $190,000 that was being with- 
held by the Veterans’ Administration. Does that amount of $190,000 
jibe with your recollection ? 

Mr. Perers. It was around $191,000, it seems to me. 

Mr. Kennepy. Has that money been released to you, the entire 
$191,000% 

Mr. Perers. I think they disallowed $9,000 or $10,000 worth of 
vouchers when the thing was finally settled. 

Mr. Kennepy. The matter has been cleared up? 

Mr. Perers. The matter has been cleared up—well, the vouchers 
have not been rebilled or anything. So, I would say they owe the 
school $10,000; maybe not. It all depends on how good the vouchers 
are. 

Mr. Kennepy. You think about $10,000 of it was readjusted and 
that eventually you will have only about $180,000 ? 

Mr. Perers. I think so. Now, it may be $7,000 or $10,000, but the 
figure of $9,000 or $10,000 sticks in my mind. 

Mr. Kennepy. On $180,000? 

Mr. Perrers. Yes. 

Mr. Kennepy. You paid the Government a settlement of $125,000; 
is that right ? 

Mr. Perers. That is right. 

Mr. Kennepy. You paid Mr. Poole, you say, a little over $25,000 for 
his fee ? 

Mr. Perers. For the year 1950, yes. I think I said $30,000 in 
1950. Talso paid him in 1949 on this case. 

Mr. Kennepy. Can you give me an estimate of how much you paid 
him for services in connection with this Government claim ? 

Mr. Perers. I would say somewhere around $49,000 to $49,700. 
Roughly, you could say $50,000. 
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Mr. Kennepy. Has Mr. Petzer been retained by you or has he per 
formed any legal services for you since leaving the United State: 
attorney's office 

Mr. Perers. No, sir. 

Mr. Kennepy. Mr. Petzer stated once that in February 1951 hi 
visited Washington in your company, and with Mr. Poole stayed at 
the Statler Hotel, and that either you or Mr. Poole or the company 
paid his hotel bill at that time. 

Mr. Perers. I heard that testimony, and I would suggest this: 
We have a credit account—— 

Mr. Kennepy. Mr. Peters, is that true or not? 

Mr. Perers. We never paid anybody’s bill except ours. We paid 
no bill of Mr. Petzer’s for anything. 

Mr. Kennepy. I have no further questions on that subject, Mr. 
Chairman. 

Mr. Cuetr. Mr. Rogers. 

Mr. Rogers. There was testimony that a $5,000 fee was paid to an 
attorney in the District of Columbia, in connection with your school. 
Do you know about that ? 

Mr. Perers. Yes. I will have to get into something of a résumé 
of the GI bill here. You see, we sued the Government. We took 
the Government into the Federal court twice asking for some explana- 
tions on some things. We found a very bitter attitude in Detroit 
from Government agencies toward us. I think a lot of our trouble 
stems from that. 

Mr. Rocrers. Let us get back to the question of a suit in the District 
of Columbia, wherein the Accounting Office testified that you paid a 
a fee of $5,000. Is that true or not true? 

Mr. Perers. Yes, sir. 

Mr. Rogers. What date was that ? 

Mr. Prerers. I believe that was in the vear 1948. 

Mr. Rogers. Was that paid to an attorney here in Washington ? 

Mr. Perers. It was paid to Mr. John Poole. 

Mr. Rogers. Who is an attorney in Detroit. 

Mr. Prrers. Yes. 

Mr. Rogers. And was it paid to him to institute a suit against the 
Government ? 

Mr. Peters. That is right. 

Mr. Rogers. And did he subsequently institute that suit ? 

Mr. Perers. Yes, sir. 

Mr. Rogers. And did you subsequently bill the United States 
Government for that $5,000 fee ? 

Mr. Perers. We did not bill the United States Government for 
that $5,000 fee, but in our cost analysis we showed the $5,000 fee that 
we had paid Mr. Poole. 

Mr. Rogers. Your contract with the Government was on a more or 
less cost-plus basis; was it not? 

Mr. Perers. You might call it that. 

Mr. Rogers. And any Gost you incurred in running the school, 
you would list it to the Government and the Government would 
reimburse you. 

Mr. Perers. That is right. 

Mr. Rogers. And you listed this $5,000 as attorney’s fees. 

Mr. Perers. That is right. 
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Mr. Roaers. Was that $5.000 to be used for this suit in Washington 
or for other matters in connection with it ? 

Mr. Prrers. I believe that was the $5,000 that we paid expressly 
for the suit. 

Mr. RoGeErs. Did you know whether or not tl 
Government would not assume / 

Mr. Perrers. According to the regulations, that was a cost 
(,overnment should assume. ‘J hey were to recognize legal fees 

Mr. Rogers. What regulations clo you have reference to? 

Mr. Peters. There is a set of regulations the Veterans’ Administra 
tion put out on the GI bill. When they originally came out with the 
GI bill in 1944. there was one set of regulations, and in 1945 there 
was an amendment to the bill and they changed some of the rules. 

In 1947 there was no amendment to the bill, but the Veterans’ Ad- 
ministration changed the rules. 

In 1948, with still no amendment to the bill, the Veterans’ Ad- 
ministration changed the rules again. It affected prices, attendance, 
and everything. 

In this last set of rules—I do not remember the number of the 
manual at the present time—I believe it says that legal fees will be 
recognized if they are not retaining fees. I think the Veterans’ Ad- 
ministration would not recognize a retaining fee. That was not a legal 
fee, 

Mr. Rogers. Is there anything in the regulation which says that 
the Government will not pay attorney fees when a suit is against the 
United States Government ? 

Mr. Peters. No, sir, and that was fully qualified and shown in the 
cost analysis when it was presented to the Government. 

Mr. Rogers. Do you recall offhand when you presented this cost 
of the $5,000 fee in your costs ? 

Mr. Peters. No, sir. There are so many items to that that I do 
not recall. 

Mr. RoGrrs. Were you ever reimbursed on this $5,000 item ? 

Mr. Perers. Not in one piece, but it ae became part of 
the operating expense for the school for the year 1948. 

Mr. Rogers. And you subsequently did get all for 1948? 

Mr. Perers. The cost analysis showed one figure, and the Govern- 
ment paid us another figure. I would not know whether we were 
subsequently paid or not. The oo ronment disallowed so many of 
these items that we did not know which ones they disallowed and w hich 
ones they allowed. 

Mr. Rogers. Did not your accountant ever certify to you which 
ones were allowed or disallowed ? 

Mr. Prrers. We thought we presented all the ones that were to be 
allowed. 

Mr. Rogers. Did you partic ipate in this final conference for the 
settlement of $125,000? 

Mr. Perers. I was in Washington, but IT never sat in on any of the 
conferences. As I understand it, there was an attorney from the 
Veterans’ Administration, their chief auditor, Mr. Van Dyke; there 
were two or three people from the Justice Department; there was 
somebody from the General Accounting Office: there would be Mr. 
Glass and Mr. Poole, and at one time we had two men from Ernst & 
Ernst. There would be seven or eight people. 
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Mr. Rocers. You never attended any conferences in Washington ? 
You left that to your attor neys, and so forth, and accountants ? 

Mr. Perers. That is right, sir. 

Mr. Rogers. When they »y came to you with this settlement of $125 
000, you accepte ‘dit without question ¢ 

Mr. Perers. No, sir; I thought it was too high. 

Mr. Rogers. Did you accept it, however ? 

Mr. Perers. Yes, sir. I think they first came up with a figure of 
$141,000, and we figured they were entitled to about $90,000. 

Mr. Rogers. If you figured you were entitled to more, why did you 
settle for $125,000 2 

Mr. Perers. By the time I got through paying another year or 
two of legal fees, it would cost us more in the long run and it was 

‘asier to accept that. 

Mr. Rogers. How much do you think the Government actually owed 
you, then? 

Mr. Perers. Do you mean how much we owed the Government ? 

Mr. Roaers. Yes. 

Mr. Perers. I thought that, out of the $190,000 that they were 
holding of ours—that they had impounded—we owed them roughly 
$90,000. 

Mr. Rogers. You were questioned concerning the payment of 
hotel bill here at the Statler, and you said that you did not pay—what 
was the man’s name? 

Mr. Perers. Mr. Petzer. I did not pay Mr. Petzer’s bill. 

Mr. Rogers. You did stay at the hotel with him? 

Mr. Perers. I think in one of the conferences he stayed at the 
Statler. 

Mr. Rogers. Do you know whether he paid his bill there? 

Mr. Perers. As I understand, he paid all of his own bills, or the 
Government paid them for him. There were vouchers for them. 1 
think that is the Government practice. 

Mr. Keatine. Did he come down on the train with you? 

Mr. Perers. No, sir. 

Mr. Keratine. Or the same method of conveyance, plane or 
otherwise ? 

Mr. Perers. I am not sure. I think for one conference he came 
down on the plane with Mr. Poole and me. There was one confer- 
ence when we all caught that executive flight from Detroit. Out 
here we would know maybe 2 or 3 days in advance of a conference 
which was scheduled. I think that one time we all came out on the 
Executive. We did not come out together to the airport or anything, 
but I think we found ourselves together on the flight. 

Mr. Keatine. W KE at just by a coincidence or by prearrangement ? 

Mr. Perers. Well, I don’t know. Mr. Glass called me from Wash- 
ington and said they had set up another conference date and they 
expected everybody here on that date. On occasions, when T called 
Mr. Poole’s office, he might be out. He might be in New York or 
Florida or some place. I would sometimes make two, three, or four 
reservations. I always made as many as I thought were coming. If I 
knew Ernst & Ernst were coming, I would try to make reservation 
for them. 





INVESTIGATION OF THE DEPARTMENT OF JUSTICE 293 


Mr. Keatrne. And included among those for whom you tried to 
make reservations was the United States attorney handling the case 
against you? 

“Mr. Perers. I don’t know. Mr. Sprague testified at one time that 
Mr. Petzer was supposed to pick up reservations made in the name of 
Joseph Peters. I do not recall whether I made reservations for Mr. 
Petzer to be picked up in my name or not. 

Mr. Keatine. Did Mr. Fitzgerald ever accompany you to Washing- 
ton on any of these trips? 

Mr. Perers. Yes. 

Mr. Kearine. And was present in some of these conferences? 

Mr. Perers. I don’t think he was present in the conferences, but 
these things had bogged down. The Government was holding our 
money and we were going bankrupt. All the Government had to do 
was sit tight long enough and they would break us. We were trying 
to get this thing settled, to free our money—when they first started 
out they froze all payments to all schools—and we were faced with 
throwing all the veterans out and closing up or else going bank- 
rupt because we couldn’t get funds. It was a matter of trying to 
expedite this thing, here. They would have meetings for 2 or 3 days 
and then eve1 rybody would promptly forget about it. I would have to 
talk to somebody and say, “Let’s get this thing going again.” 

Mr. Krarinc. My question was whether Mr. Fitzgerald ever sat in 
any of these conferences. 

Mr. Perers. Maybe he did. I - not sure. 

Mr. Kratine. Did he stay in the hotel with you while the confer- 
ences were going on? 

Mr. Perrers. He stayed with me at the Hotel Statler one time. 

Mr. Keating. How many times did he come down here with you? 

Mr. Perers. I don’t think he ever came down with me, at all. I 
think he came down with Mr. Poole. We didn’t always travel together. 

Mr. Kearine. How many times did he come down with Mr. Poole? 

Mr. Perers. I don’t know. 

Mr. Keating. Do you know how many conferences he attended 
here ¢ 

Mr. Perers. I don’t know. 

Mr. Keating. Did you confer with him in Detroit? 

Mr. Perers. Yes. 

Mr. Kearine. A number of times? 

Mr. Perers. Well, I did and Mr. Poole did. I think Mr. Poole did 
more than I. 

Mr. Keatinc. You haven’t any idea who suggested to you the name 
of Mr. Clark Clifford ? 

Mr. Perers. I have a very good idea. It doesn’t sound right. I 
mean I read about Mr. Clark Clifford in either Time or Business Week 
magazine. He said he was going into private practice because he 
couldn't support a family on ‘what the Government was paying him. 

When I read that, I said, “Well, here’s a good attorney in Washing- 
ton, and I will go see if he will represent us and keep us from going 
bankrupt.” 

All we wanted was to have somebody look at our case with an 
unbiased view. They were not getting that in Detroit. 
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Mr. Kearine. Did you tell Mr. Poole that you were going to see Mr. 
Clifford ¢ 

Mr. Prrers. Not until after I had been to see Mr. Clifford and 
reta nec Mr. Miller. 

Mr. Keatrine. Then you told him? 

Mr. Perers. Yes. 

Mr. Keatine. Didn’t you tell Mr. Fitzgerald you were going to try 
to retain Clifford 4 

Mr. Perers. I think I retained Clifford before I did Mr. Fitzgerald. 

Mr. Keating. Mr. Clifford was retained first / 

Mr. Perers. Mr. Clifford’s office was retained in the early part of 
1950, T beheve. 

Mr. Keatinc. And you think vou retained Mr. Fitzgerald after Mr 
Clifford ¢ 

Mr. Perers. That is right. 

Mr. Keratirne. You had Mr. Poole’s firm, which is a good firm, 
sn’t it? 

Mr. Prerers. It is good in certain matters. They are good in tax 
matters. I wouldn’t say Mr. Poole was a good court attorney. 

Mr. Keatrinc. You had Clifford & Miller, which firm you con- 
sidered to be quite able, also? 

Mr. Perers. Mr. Poole said he thought Mr. Miller was a high, up- 
standing attorney. 

Mr. Kearrne. Did anyone suggest that you should also retain Mr, 
Fitzgerald ? 

Mr. Perers. No, sir. 

Mr. KEATING. Did you retain him because you needed an additional 
legal counsel ? 

Mr. Prerers. Yes, sir. Mr. Poole had an understanding with the 
General Accounting Office that when they finished auditing they 
would all sit down and see what the thing looked like. 

Then he went away on his vacation, and the General Accounting 
Office was told that one of the schools was going to sell part of its 
equipment because it was in a leased building. It wasn’t used; the 
school closed down, and the lease expired. There was $25,000 worth 
of equipment. The General Accounting Office threw their case into 
the court and asked the court to impound all the equipment and asked 
the court to declare the schools bankrupt because they didn’t have 
enough students—the schools had plenty of students—and to put a 
receiver in the schools. 

They were forcing us into bankruptey. I thought that what we 
needed there was a man who was a trial attorney, and I heard Mr. 
Fitzgerald was a very good trial lawyer. 

Mr. Keatine. That is why you retained him? 

Mr. Perers. Yes, sir. 

Mr. Krattna. Did he go into that case ? 

Mr. Perers. He and Mr. Poole were together in court on that. 

Mr. Kratrrne. What happened in court ? 

Mr. Perers. There was a stipulation. 

Mr. Keatine. Mr. Fitzgerald never went into court on that at all; 
did he? 

Mr. Prerers. I think both he and Mr. Poole went into court on that 


case, 
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Mr. Keatinc. In the court, then, who took the laboring oar! 

Mr. Perers. I don’t know. I wasn’t there. 

Mr. Keartne. You were not there when your case was being con 
sidered ¢ 

Mr. Perers. No, sir. 

Mr. KEATING. And you were not in any of the conferences here i 
Washington / 

Mr. Perers. I was down here, but they wouldn't let me sit in on 
any of the conferences. 

Mr. Kearina You stayed at the hotel 4 

Mr Perers. Yes, sir. 

Mr. Keating. Who appeared for you at the conference table ? 

Mr. Perers. Mr. Poole. Mr. Glass. When they got through we 
would all sit down at dinner and go over some of the points that were 
being debated in the conference. They would call me and say, “What 
happened here? We have a deadlock. What was the result of this?” 
I would give them the information. 

Mr. Krearine. Did Mr. Petzer ever attend any of these matters / 

Mr. Perers. No, sir. 

Mr. Kearine. He didn’t discuss this matter with you at all? 

Mr. Perers. I met him and Mr. Poole coming out of the Justice 
Department, and I think we went out to eat one day at the Occidental. 
Mr. Petzer and Mr. Poole were along. I offered to pay for the food 
and Mr. Petzer refused. 

When we came out of the restaurant I offered a cigar to Mr. Petzer. 
He wouldn’t even smoke my cigar. He pulled out one of his own. 
He wasn't even going to be obligated to me for a cigar. 

Mr. Cuevr. Are there any additional questions ‘ 

Mr. Hillings. 

Mr. Hin.inags. Did you knov that Mr. Fitzgerald had sponsored 
Mr. Petzer for his appointment ¢ 

Mr. Perers. No: I did not. 

Mr. Hitiines. Did you learn about it subsequently ? 

Mr. Prrers. No, sir. I did know that Mr. Kane was an appointee 
of the Democratic administration there, but I didn’t know Mr. Petze1 
was. Mr. Kane is the United States district attorney. 

Mr. Keratine. Petzer worked for the United States attorney, 
didn’t he? 

Mr. Prerers. Yes: he was in the United States attorney's oflice. He 
Was an assistant district attorney. 

Mr. Hinzines. But you didn’t know he was sponsored for his 
appointment by Mr. Fitzgerald ¢ 

Mr. Prrers. No, sir. 

Mr. Cueir. Are there any other questions of the witness, gentlemen / 
That is all. Thank you very much. 

Mr. Cuetr. The next witness, Mr. Bernard M. Baur. 

Mr. Cuetr. Mr. Baur, do you solemnly swear the statements you 
are about to make on this oceasion will be the truth, the whole truth, 
and nothing but the truth, so help vou God ¢ 


Mr. Baur. I do. 


or 
/ 
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TESTIMONY OF BERNARD M. BAUR, PRESIDENT, ADVANCE 
PLATING CO. 


Mr. Cue.r. Your attorney is here, Mr. Baur? 

Mr. Baur. Yes. 

Mr. Cueir. Do you wish to have him testify with you? 

Mr. Baur. Not necessarily. 

Mr. Cuetr. You are at liberty to do that if you so desire. 

Mr. Kennepy. Will you state your full name and address and 
occupation ¢ 

Mr. Baur. Bernard M. Baur. I reside at 339 Sherbourne Road, 
Detroit, Mich. I am president of the Advance Plating Co. 

Mr. Kennepy. Mr. Baur, is there now a civil claim pending against 
the Advance Plating Co. on behalf of the United States Government 
in the amount, roughly speaking, of $24,000 ? 

Mr. Baur. Not to my knowledge, and I have done everything to 
bring it forth. 

Mr. Kennepy. However, you know nothing about it? 

Mr. Baur. I know about it, but I don’t know of one pending. I 
welcome it. 

Mr. Kennepy. Have you ever discussed that claim with Mr. George 
F. Petzer at the time he was assistant United States attorney ? 

Mr. Baur. I discussed it with everybody I could in the district 
attorney’s office. 

Mr. Kennepy. Were you in Washington on April 5, 1951? 

Mr. Baur. I believe I was, sir. 

Mr. Kennepy. Did you stay at the Hotel Statler ? 

Mr. Baur. Yes, sir; I did. 

Mr. Kennepy. Were you in Washington at that time in connection 
with that particular claim ? 

Mr. Baur. Yes, sir. 

Mr. Kennepy. What day did you arrive in Washington on the 
occasion of that visit? 

Mr. Baur. I believe I arrived the night before the 4th. 

Mr. Kennepy. And, on the night of the 4th or during the day of 
the 5th, did you discuss that claim with any Department of Justice 
officials ¢ 

Mr. Baur. Yes, sir. I went to the Justice Department. 

Mr. Kennepy. Whom did you see over there? 

Mr. Baur. I went tosee Mr. McGrath. I waited about an hour, and 
his secretary informed me that Mr. McGrath would not be back. 

Mr. Kennepy. Who was with you? 

Mr. Baur. A friend of mine, James Keenan. 

Mr. Kennepy. And his name is James. Do you know his middle 
initial 

Mr. Baur. I believe it is E. I am not sure of that. 

Mr. Kennepy. James E. Keenan? 

Mr. Baur. Yes, sir. 

Mr. Kennepy. Where does he live? 

Mr. Baur. He lives in Chicago. 

Mr. Kennepy. Is he an attorney ? 

Mr. Baur. I don’t know. He publishes a legal paper there. I don’t 
know whether he is an attorney or not. I believe he did study law. 
He wasn’t my attorney; he was just a personal friend of mine. 
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Mr. Kennepy. Just a personal friend ? 

Mr. Baur. That is right. 

Mr. Kennepy. Is he interested in any way in the Advance Plating 
Co. financially ? 

Mr. Baur. No, sir. 

Mr. Kennepy. After finding out that Attorney General McGrath 
would not be back that day you stayed, you talked to someone else ¢ 

Mr. Baur. Yes; Mr. Keenan knew Mr. McGrath and was going to 
introduce him to me so I could tell him about the case and bring it to 
a head. 

Mr. McGrath was not in and we were referred to Mr. Kilguss. 

He listened to us and referred us to a man by the name of Mr. Kelly. 

Mr. Kelly in turn referred us toa Mr. Rosenberg or Rosenbaum. I 
have forgotten which. 

’ Mr. Kennepy. Then did Mr. Rosenbaum refer you to anyone? 

Mr. Baur. No, sir; he went down to a case and got the file. 

Mr. Kennepy. Was Mr. Rosenbaum the first man you found in the 
Department who knew anything about your case ? 

Mr. Baur. That is right. Rosenberg or Rosenbaum. I couldn’t 
tell you which. 

Mr. Kennepy. About how long did that take—that reference from 
one man to another ? 

Mr. Baur. We were in Mr. McGrath’s office I would say fully an 
hour expecting him back. We were with Mr. Kilguss possibly 10 or 
15 minutes. We were in Mr. Kelly’s office possibly 5 minutes because 
he said, “You want to go down and see Mr. Rosenberg.” We were in 
Mr. Rosenberg’s office probably three-quarters of an hour or maybe 
an hour. 

Mr. Kennepy. And did Mr. Keenan stay with you at all stages of 
that proceeding ? 

Mr. Baur. Yes, sir. 

Mr. Kennepy. After you discussed the case, did you then return to 
the hotel ¢ 

Mr. Baur. Yes, sir. 

Mr. Kennepy. At that time you put in a call for Mr. Petzer in 
Detroit ? 

Mr. Baur. Yes, sir; we were told at the Justice Department that 
Mr. Petzer was in town. We called back the Justice Department to 
find out where he was, and they couldn’t tell us, but somebody told 
us he was at a hotel called the Annapolis, if my memory serves me 
right, and I called him there. I couldn’t get him. I called back to the 
Justice Department and got him that evening. 

Mr. Kennepy. And you invited him to dinner? 

Mr. Baur. No, sir; I did not. 

Mr. Kennepy. When you called him at the Annapolis, did you 
invite him over to talk to you? 

Mr. Baur. I went to the Justice Department, and I asked him then 
if I could see him, and he said he would be busy until late that evening. 
I said, “Well, I would like to see you for a few minutes.” 

He said, “When I am through, I will come over.” 

We waited, and he didn’t come over there at the time we thought he 
should, and we called the Annapolis and left word there. 

Mr. Kennepy. Mr. Sprague answered the phone? 
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Mr. Baur. I doubt it. I doubt if he would recognize my voice. 
have talked to him, though; I think it was on the phone. 

Mr. KenNepy. However, you are the one who made the call 

Mr. Baur. Yes,sir. I certainly did. 

Mr. Kennepy. Then subsequently Mr. Petzer returned the call? 

Mr. Baur. That is right. 

Mr. Kennepy. And you again invited him to come over? 

Mr. Bat R. No; he came over in person as they told nie he would, 

Mr. Kennepy. Didn't you invite him over? 

Mr. Baur. Yes, sir. 

Mr. Kennepy. Did you have dinner? 

Mr. Baur. No, sir; not with him. 

Mr. Kennepy. Where did he meet you when he got to the Statler? 

Mr. Baur. He came up to my suite at the Statler. 

Mr. Kennepy. What room were you in then ¢ 

Mr. Baur. I couldn’t tell you the room. I could easily find out 
for you. 

Mr. Kennepy. I don’t suppose it would refresh your recollection 
at this late date if I told you that you were in room W-618 ¢ 

Mr. Baur. No, sir; that doesn’t refresh my memory. The record 
will show it. 

Mr. Kennepy. We will come back to that later. Who else was in 
the room when Mr. Petzer vot there ¢ 

Mr. Baur. I think it was Mr. Jim Keenan, Mr. Gray Leslie, and a 
friend of mine by the name of Henry Roberts. 

I don’t know whether Mr. O’Brien, a young man who had just 
eraduated from Georgetown, was there or came in after Mr. Petze1 
did. 

Mr. Kennepy. Did you discuss certain aspects of your case with 
Mr. Petzer at the time? 

Mr. Baur. I told him we had been down to the Justice Depart 
ment, and after going from man to man we were told to go back to De 
troit and do nothing here. 

I asked him if he could bring this thing to a head one way or the 
other. IL spent probably three-quarters of an hour or maybe an 
hour there. Then young O’Brien, who was not my friend but a 
friend of Mr. Keenan—Jim was ill and he wouldn't go to dinner 
stated he knew where to get a good steak and LI said, “Well, if you do, 
how would you like to vO to dinner with me ¢”’ 

He recommended a place oul by the market. We took a cab and the 
two of us went out there and had a steak dinner. 

Mr. Kuennepy. Mr. Petzer did not accompany you? 

Mr. Baur. No, sir. 

Mr. Kennepy. Did you see Mr. Petzer again that evening? 

Mr. Baur. No, sir; I did not. 

Mr. Kennepy. At any time Mr. Petzer was in that room with you 
and the other people that you have named, was Mr. William Boyle 
present ¢ 

Mr. Baur. No, sir. 

Mr. Kennepy. Was Attorney General Howard McGrath present ? 

Mr. Baur. No, sir. 

Mr. Kennepy. On the next day did you change rooms at the 
Statler ? 
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Mr. Baur. No. Mr. Keenan had one room and I had one. Jim 
became ill and took a room alone. I think he took a room on the 
seventh floor, if I am not mistaken. 

Mr. Kennepy. You staved in the same room that you had been in 
the night before ? 

Mr. Bat R. I believe I did, sIr. 

Mr. Kennepy. Did you make some phone ealls the next day from 
that room ? 

Mr. Baur. I probably made a lot of them. 

Mr. Ky NNEDY. Do you recall making a phone « il] to a man named 
Joseph B. Keenan in Washington / 

Mr. Baur. I never made one. I don *t know Jos ph B. Keenan. 

Mr. Kennepy. Does Mr. James Keenan know Mr. Joseph B. 
Keenan / 

Mr. Baur. He could possibly. I don’t think that is his brother’s 
name. I think his brother is Frank. He probably has several neph 
ews. That might be one of his nephews. 

Mr. Kennepy. Do you know who Mr. Joseph B. Keenan is? 

Mr. Baur. No, sir; I do not. 

Mr. Kennepy. Had you ever heard of him? 

Mr. Baur. Not to my knowledge. 

Mr. Kennepy. Did vou know he is chairman of the finance con 
mittee of the Democratic National Committee / 

Mr. Baur. No, sir; I did not know that. 

Mr. Ky NNEDY. You state that you do not recall changing roonis 
on April 6 at the Statler 

Mr. Baur. I don’t believe I did change rooms. 

Mr. Ky NNEDY. So, if the Statler records show that you did change 
rooms, you are mistaken / 


Mr. Baur. I wouldn’t say that. I sav I do not recall it 


tl. 
1 


matter of fact, I have changed rooms there a couple of times at 
Statler when | gol into a room and found it was a s nele room, and | 
called down to the office and told them what I wanted and the 
changed it. 

Mr. Kennepy. So, it is possible that you did change rooms? 

Mr. Baur. It is possible, but I do not recall it on that occasion. 

Mr. Kennepy. And, if the Statler Hotel records show that on 
April 6 a call went from the room occupied and charged to you to a 
number listed in the hame of Joseph Lb. Kee) in, you did not make 
that call? 

Mr. Baur. No, sir: I did not. I don’t know the gentleman, and he 
wouldn't know me. 

Mr. Kennepy. Is it possible that Mr. Keenan may have made such 
a call in your absence ? 

Mr. Baur. It is possible that anyone of eight men could have made 
the eall. 

Mr. Kennepy. Any one of how many? 

Mr. Baur. Kicht or ten men. 

Mr. Kennepy. About 8 or 10 men passed in and out of that room 
during the day? 

Mr. Baur. That is right. 

Mr. Kennepy. Was Attorney General McGrath one of them / 


Mr. Bat R. No, sir. He was never in my room at any time, any 


place. 
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Mr. Kennepy. Mr. Boyle? 

Mr. Baur. Never in my room at any time, any place. 

Mr. Kennepy. Had you asked Mr. James E. Keenan to make any 
efforts in your behalf on April 6, 1951, in connection with a claim 
of the Government against you; to take any action of any kind? 

Mr. Baur. It wasn’t brought about that way. Mr. Keenan vis- 
ited me in Detroit. I told him about this situation; that I had recently 
found out about it; that it was pending all this time without my 
knowledge, and that I would like to bring the thing to trial or have 
it dismissed. If it was shown that I owed them money, I was willing 
to pay it. 

He said he knew Mr. McGrath. Well, I said, “That’s the man 
we should see.” However, I never did see Mr. McGrath. 

Mr. Kennepy. Did Mr. Keenan ever tell you that he had been in 
touch with Mr. Joseph B. Keenan ¢ 

Mr. Baur. He may have, but it was of no significance to me 
whatsoever. 

Mr. Kennepy. It is possible that he may have mentioned a con- 
versation with Mr. Joseph B. Keenan? 

Mr. Baur. Yes, but it is nothing to me. I didn’t know who Mr. 
Joseph B. Keenan was or what he could do in my behalf. 

Mr. Kennepy. Where is Mr. Keenan now, sir? 

Mr. Baur. He is in Chicago. 

Mr. Kennepy. Do you know his address? 

Mr. Baur. I could get it for you. 

Mr. Kennepy. What did you say his occupation was ? 

Mr. Bavr. I believe he had an interest in the printing of the Legal 
News in Chicago, but I understand he has sold his interest due to his 
health. 

Mr. Kennepy. Do you know the address of the Legal News, where 
he has his office ? 

Mr. Baur. No, sir; I do not. 

Mr. Kennepy. Do you hear from him or keep in touch with him 
from time to time? 

Mr. Baur. I heard from him just about 2 or 3 weeks ago. 

Mr. Kennepy. You don’t recall his address ? 

Mr. Baur. He lives in a hotel there. I have the name of the hotel 
and the telephone number in my office. I would be glad to get it for 
you. 

Mr. Kennepy. Very well, sir. We may be calling upon you for 
that information. 

Mr. Baur. I can get it for you before the day is over, if you need it. 

Mr. Kennepy. Have you heard anything from the Justice De- 
partment in relation to your claim since that visit to Washington ? 

Mr. Baur. Yes, sir. After I was down here I went back to the 
Detroit office and they told me then that they did not have a case. 
They told me down here that they were waiting for further evidence 
or material to go ahead with this. 

Mr. Kennepy. Who told you that they did not have a case? 

Mr. Baur. Three told me that—the man before Mr. Petzer, Mr. 
Petzer, and Mr. Kane. Mr. Kane told me, if the case was in his office 
and he was the district attorney for 20 years, he would never bring 
this to trial because they did not have a case. 
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Mr. Kennepy. That is in relation to the criminal claim? Did you 
ever discuss the civil claim with Mr. Kerr. Did you ever discuss the 
civil claim with Mr. Kerr, who tried the criminal action against you ¢ 

Mr. Baur. Former State’s Attorney General David A. Crowley 
was my attorney when this thing first came out—there was a flag up 
against me in the Air Corps, Navy, and the different branches of the 
service, so that I could not bid on work. I immediately called David 
Crowley and told him the circumstances. I went downtown and met 
Mr. Crowley, and we went over to Judge Levin’s chamber. Judge 
Levin said he had been the judge in the case and it would be unethical 
for him to comment on the case after it had been tried, but he said, 
“As you know, I made some very strong remarks at the closing of 
that case.” 

Mr. Kennepy. Mr. Baur, in the interest of time, may I ask you 
please to answer my question, which is whether or not you ever dis- 
cussed the civil aspect of the claim with Mr. coe Q 

Mr. Baur. I was advised to call Mr. Kerr, which I did, and Mr. Kerr 
said he would give me a letter, which he never did. Over the phone 
to me he said he thought it was an injustice. 

Mr. Kennepy. In that conversation, isn’t it true that you asked him 
for a letter which would state that you had been ac quitted of the crim- 
inal charge and that he didn’t think that a civil claim would apply ? 

Mr. Baur. No; I told him the circumstances in which the Advance 
Plating Co. found themselves now, and which they hadn’t known of 
for 4 years. 

Mr. Kennepy. What kind of letter did you want ? 

Mr. Baur. Anything he would write. I didn’t know at that time 
that he had written a letter saying they could recover. 

Mr. Kennepy. Isn’t it true that he told you in that conversation 
that he would write you a letter stating that you had been acquitted 
of the criminal charge and that’s all? 

Mr. Baur. No, sir; he did not make that statement to me. 

Mr. Kennepy. You don’t recall his saying that ? 

Mr. Baur. I know he did not say it. 

Mr. Kennepy. He said that he wouldn’t write a letter? 

Mr. Baur. He said he would write a letter, but he didn’t say what 
the substance of the letter would be. He seemed very cordial on the 
phone. 

Mr. Kennepy. Did he ever write the letter? 

Mr. Baur. No, sir. 

Mr. Kennepy. I have no further questions. 

Mr. Cuetr. Mr. Rogers. 

Mr. Rogers. No questions. 

Mr. Cuetr. Mr. Rodino. 

Mr. Roptno. No questions. 

Mr. Cuevr. Mr. Ramsay. 

Mr. Ramsay. No questions. 

Mr. Cuetr. Mr. Keating. 

Mr. Keatine. No questions. 

Mr. Cuetr. Mr. Hillings. 

Mr. Hiiurnes. No questions. 

Mr. Cuetr. Thank you very much, sir. We are sorry to have de- 
layed you. 
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The committee will recess until 2: 30. 
(Whereupon, at 1:10 p. m., the committee recessed to reconvene 
at 2:30 p.m. the same day.) 


AFTERNOON SESSION 


Mr. Cuetr. The meeting will come to order. 

Let the record show there is a quorum present, Messrs. Rodino, 
Rogers. and Keating. 

Mr. Petzer, do you solemnly swear that the statements you are about 
to make on this occasion will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Perzrer. I do. 


TESTIMONY OF GEORGE F. PETZER, FORMER ASSISTANT UNITED 
STATES ATTORNEY, DETROIT, MICH. 


Mr. Cueir. Will you proceed, Mr. Kennedy ? 

Mr. Kennepy. Mr, Petzer, please state your name. 

Mr. Perzer. George F. Petzer. 

Mr. Kennepy. Your address. 

Mr. Perzer. 10260 Lake Point, Detroit, Mich. 

Mr. Kennepy. In view of the previous testimony here this morn 
Ing. Mr. Petzer, would you like to have the note on the record that you 
are smoking a cigar / 

Mr. PETZER. | have ho objections. 

Mr. Kennepy. Will you please spell your name, please. 

Mr. Prrzrer. P-e-t-z-e-r. 

Mr. Kennepy. You have stated your address. 

Mr. Perzer. 10260 Lake Point, Detroit, Mich. 

Mr. Kennepy. You are an attorney / 

Mr. Perzer. Yes, sir; I am. 

Mr. Kennepy. Now engaged in private practice ? 

Mr. Perzer. I am. 

Mr. Kennepy. By yourself é 

Mr. Perzer. No: I have a partner by the name of Mark Friedman. 

Mr. Kennepy. What is your office address / 

Mr. Perzer. 2701 Cadillae Tower, Detroit, Mich. 

Mr. Kennepy. How long have you been admitted to the bar, Mr. 
Petzer / 

Mr. Perzer. Since November 1939. 

Mr. Kennepy. And where were you admitted to the bar? 

Mr. Prerzer. In the State of Mi higan. 

Mr. KenNnepy. Has your entire practice been confined to Detroit, 
Mi h.? 

Mir. Pi PrZER,. It has. 

Mr. Kennepy. When were you appointed assistant United States 
attorney ¢ 

Mr. Perzer. January 9, 1950. 

Mr. Kennepy. You served in that capacity until when, sir? 

Mr. Perzer. August 9, 1951. 

Mr. Kennepy. Prior.to January 9, 1950, you had been engaged in 
the pl ivate practice of law in Det roit / 

Mr. Perzer. I have, sir. 
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Mr. Krennepy. During that time have you represented the Advance 
Plating Co. in ai Vy capacity W hatsoever ?_ 

Mr. Prerzrer. No, sir. 

Mr. Kennepy. Have you ever represented the Michigan School of 
‘Trades in any capa ity? 

Mr. Perzer. No, sir. 

Mr. Kennepy. Have you ever represented Mr. Baur or Mr. Peters in 
any capacity ¢ 

Mr. Perzrer. No, sir. 

Mr. Kennepy. You are acquainted with Mr. George S. Fitzgerald, 
attorney in the city of Detroit ? 

Mr. Prrzer. Absolutely. 

Mr. KenNepy. Over what period has that acquaintance ex sted ? 

Mr. Perzer. Approximately 214 years 

Mr. Ky NNEDY. Did you know Mr. Kitzeerald before you were ap- 
pointed assistant United States attorney / 

Mr. Perzer. About 2 weeks before I was appointed. 

Mr. Kennepy. That was the first time you met him 4 

Mr. Perzer That is right. 

Mr. Kennepy. At the time you discussed with him your possible 
appointment to the office / 

Mr. Perzer. No; I was an appointment of George Sadowski, Con- 
gressman from the Third Congressional District. 

Mr. Kennepy. He sponsored you ¢ 

Mr. Perzer. He sponsored me. 

Mr. Kennepy. He didn’t appoint you; did he? 

Mr. Perzer. I was appointed by Mr. Kane, the district attorney. 

Mr. Kennepy. What is his first name? 

Mr. Perzer. Edward. 

Mr. Kennepy. Middle initial ? 

Mr. Perzer. T. 

Mr. Kennepy. You did meet Mr. Fitzgerald before taking office ? 

Mr. Perzer. That is correct. 

Mr. Kennepy. At that time you didn’t discuss with him your pend- 
ing appointment ? 

Mr. Perzer. I think what happened, if my recollection serves me 
well, is that Mr. Sadowski suggested that I go over and introduce 
myself to Mr. Fitzgerald, inasmuch as he was the Democratic commit- 
teeman for the State of Michigan. I went over, and I think I spent 
less than 5 minutes with him. 

Mr. Kennepy. After that you were appointed to the office ? 

Mr. Perera r. That is correct. 

Mr. Kennepy. While engaged as assistant United States attorney, 
did you handle the civil claim of the United States Government 
against the Advance Plating Co. ? 

Mr. Perzer. I inherited the file—let me say it that way—from 
three other previous United States district attorneys. 

Mr. Kennepy. Was anybody else in the office handling the file? 

Mr. Perzer. I was the only one handling it at the time I received 
my appointment as assistant United States district attorney. 

Mr. Kennepy. Did you have any conferences with Mr. Baur about 
that claim ? 

Mr. Perzer. I met Mr. Baur only once previous to that. IT think 
I wrote him a letter and said we were considering a civil action 
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against him. I asked him if he would come in and discuss the mat 
ter with me and as I recall the first time in response to a letter his 
attorney came in and I discussed it with his attorney. I think I had 
one or two other conferences with his attorney on the matter and 
then I think Mr. Baur finally came in with his attorney. 

Mr. Kennepy. Had you been previously acquainted with Mr. Baur, 
at all? 

Mr. Prerzer. No, sir. I had never met him prior to that day. 

Mr. Kennepy. Mr. Baur was represented in that matter by an at- 
torney in Detroit by the name of Poole? 

Mr. Perzer. Mr. Baur was not represented by Poole. 

Mr. Kennepy. Do you recall what his attorney’s name was? 

Mr. Perzer. He had a David Crowley representing him. Whether 
I talked with Mr. Crowley or whether I had telephone conversation 
with him, I don’t know. He had a fellow by the name of Bond. Mr. 
Bond is an accountant and I understand he is also an attorney. He 
came in and talked to me two or three times and I think somebody 
from Mr. Crowley’s office came down, too; I wouldn’t know. 

Mr. Kennepy. There came a time, however, when you were in Wash 
ington, in April 1951, you received a telephone call from Mr. Baur? 

Mr. Perzer. That is correct. 

Mr. Kennepy. As a result of that call, you called on Mr. Baur in 
his room at the Hotel Statler ? 

Mr. Perzer. That is correct. 

Mr. Kennepy. That was April 5, 1951? 

Mr. Perzer. I presume that date is correct. 

Mr. Kennepy. At that time, you yourself were lodged at the Hotel 
Annapolis with Mr. Sprague? 

Mr. Prrzer. That is correct. 

Mr. Kennepy. About what time that evening did you get to the 
Hotel Statler? 

Mr. Prerzer. That would have been around 6:30 possibly, or 7 
o’clock. 

Mr. Kennepy. Did you go to Mr. Baur’s room ? 

Mr. Prerzer. No, I went over to my room, first. Mr. Sprague got 
to the room before I did. We didn’t go back to the hotel again. 

Mr. Kennepy. You arrived at the Hotel Statler together ? 

Mr. Perzer. Yes. 

When I returned Mr. Baur’s call I asked him to come to my room 
and he said that he could not make it but that he had several people 
who were coming to his place and asked whether it would be just as 
convenient or whether I would have any objections in going over to 
his room and I said, “No.” I went over to his room and got there 
probably at 7:30 or 8 o’clock, 

Mr. Kennepy. Can you name any of the people in that phone con- 
versation that he expected in his room? 

Mr. Perzer. I wouldn’t know excepting I heard Mr. Baur testify 
and I recall two or three of the names. 

Mr. Kennepy. You don’t know whether or not he mentioned them 
on the phone? 

Mr. een He mentioned no one on the phone. 


Mr. Kennepy. That was my question. 
Mr. Perzer. That is correct. 
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Mr. Kennepy. When you got to the room, who was there besides Mr. 
Baur ? 

Mr. Perzer. I don’t know. He had several people in the room. 

Mr. Kennepy. You were introduced to them / 

Mr. Perzer. Yes, I was, but they carried no significance at the time 
I met them. 

Mr. Kennepy. Did you meet Mr. Keenan there ? 

Mr. Perzer. I recognize the name, yes. 

Mr. Kennepy. You recall Mr. Keenan ? 

Mr. Perzer. I recall the name, yes. 

Mr. Kennepy. Do you recall meeting Mr. Leslie? 

Mr. Perzer. That name sounds familiar, yes. 

Mr. Kennepy. Mr. Roberts? 

Mr. Perzer. I don’t know. 

Mr. Kennepy. Mr. O’Brien ? 

Mr. Perzer. I remember Mr. O’Brien. 

Mr. Kennepy. How long did you stay in the room, Mr. Petzer? 

Mr. Perzer. Probably an hour and a half or so. 

Mr. Kennepy. Did you have a few drinks? 

Mr. Perzer. Yes, sir. 

Mr. Kennepy. Did you and Mr. Baur discuss the Advance Plating 
case ¢ 

Mr. Perzer. At the time I came into the room, he introduced me 
to the people and offered me a drink, which I accepted. He had a 
suite and the people all sat around in the outer room and I went into 
his bedroom with him and I think I spent about 10 minutes with him 
and he told me what had transpired. 

Mr. Kennepy. Did he tell you he had been down to see Attorney 
General McGrath that afternoon / 

Mr. Perzzr. Yes, he did. 

Mr. Kennepy. Did he tell you that he had talked to some people at 
the Department of Justice about the case ? 

Mr. Perzer. That is right, and I think he told me at that time that it 
was aWaiting a recommendation from me. 

Mr. Kennepy. He put it right up to you? 

Mr. Perzer. That is correct. 

Mr. Kennepy. Did you discuss this case with Mr. Sprague of the 
General Accounting Office ? 

Mr. Perzer. Several times, and with several members of the General 
Accounting Office. 

Mr. Kennepy. Was there some difference of opinion between you 
and Mr. Sprague to that claim / 

Mr. Perzer. I didn’t understand there was a difference of opinion 
of the claim. There was a difference of opinion of the Michigan 
School of Trades. 

Mr. Kennepy. You didn’t think the claim against Advance Plat- 
ing Co. was very good, did you? 

Mr. Perzer. That is right. 

Mr. Kennepy. Mr. Sprague thought it was pretty good. 

Mr. Perzer. That is right. 

Mr. Kennepy. So there was a difference of opinion ? 

Mr. Perzer. Possibly, yes. 

Mr. Kennepy. Well, isn’t that a difference of opinion ¢ 
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Mr. Perzer. That is right, May I elaborate on that. When I 
started to work on that claim, | approached Mr. Stewart Kerr. Mr. 
Stewart Kerr was the United States district attorney handling the 
criminal action. I asked him what his opinion of the claim was. Mr, 
Kerr told me at that time that he did not feel that the Government 
could prevail in a civil action. 

I took the matter up with Mr. Morris Zwerdling. Mr. Zwerdling 
Was an assistant United States district attorney who actually first 
got the file to start to work on it. In the file there was his recom- 
mendation to the Department in Washington that the United States 
of Ame rica could not prevail in case tlie matter Was litigated SO ] 
discussed it with him. 

Mr. Kennepy. Had that recommendation been forwarded to the 
Department of Justice ? 

Mr. Prerzer. Yes, sir. 

Mr. Kennepy. And how long before you inherited the file had 
that recommendation been forwarded to the Attorney General’s 
Office / 

Mr. Prerzer. I would be guessing at that. Probably a year or a 
yearand half. It might even stretch to2 years. 

Mr. Kennepy. Was there any comment in the Department of Jus- 
tice coneerning that recommendation / 

Mr. Perzer. I think what happened is that they asked for the ex- 
hibit file and that file was forwarded to Washington. 

Mr. Kennepy. How long before you inherited the file had that 
been done / 

Mr. Perzer. To carry that further, the FBI made an independent 
investigation on the matter and I had checked their reports and so 
forth which differed greatly from the GAO reports and my recom- 
mendation was predicated on speaking to all these men who worked 
on the file and I sent for the exhibit file in Washington and it was 
sent to me in Detroit, and I checked the file and checked the reports 
and so forth. 

Mr. Kennepy. Did you read the FBI report ? 

Mr. Perzer. I did, sir. 

Mr. Kennepy. Did that strengthen your opinion that it was not a 
vood claim ¢ 

Mr. Perzrer. That is correct. 

Mr. Kennepy. And that FBI report had been made some time 
before you inherited the file? 

Mr. Perzer. I wouldn’t know. 

Mr. Kennepy. It may have been made after you took over the 
file? 

Mr. Perzer. I may have requested the FBI report. The file would 
speak for itself. If the file was handy, I could tell you. 

Mr. Kennepy. While you were in the hotel room, you discussed the 
case with Mr. Baur? 

Mr. Perzer. That is correct. I spent about 10 minutes. 

Mr. Kennepy. Did you tell him at that time that you would do 
your best to get the ease closed out ¢ 

Mr. Perzer. I told him at that time that I would investigate into 
the matter thoroughly and if a cause of action was warranted [I would 
certainly start litigation and start it quickly, or that I would recom- 
mend that no cause of action would be taken. 
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Mr. Kennepy. At that time of course you had all these opinions 
that you have spoken about and you had practically made up your 
mind, however, that it wasn’t a good claim ? 

Mr. Prerzer. The chances are—if the file was here. it might have 
showed my correspondence. I may have written to Washington and 
told them in my opinion there was no claim long before that meeting. 
1 don’t know. 

Mr. Kennepy. Your mind was pretty well made up at that time, 
wasn’t it? 

Mr. Perzer. Yes. I think from previous work on it I had concluded 
there was no action warranted. 

Mr. Kennepy. But up in the hotel room you did not feel free to 
indicate that to Mr. Baur? 

Mr. Perzer. That is right; I did not tell him that. 

Mr. KEN NEDY. Did you have dinner up there in that room ? 

Mr. Perzer. No, sir. 

Mr. Kennepy. Did you go to dinner with Mr. Baur or any of his 
friends? 

Mr. Perzer. No, sir. 

Mr. Kennepy. Later on that evening you returned to the Hotel 
Annapolis? 

Mr. Prerzer. That is correct. 

Mr. Kennepy. At any time during the course of the evening be 
fore you returned to the Annapolis were you in the company of 
William Boyle? 

Mr. Perzer. No, sir. 

Mr. Kennepy. Were you with Attorney General McGrath ? 

Mr. Perzer. No. sir. 

Mr. Kennepy. When you got back to the Hotel Annapolis you 
wrote a letter to Mr. Sprague? 

Mr. Perzer. That is correct. 

Mr. Kennepy. I assume you wrote that note because you expected 
you would not see him in the morning? 

Mr. Perzer. That is right. As I recall, I came in quite late. It 
was probably 3 or 4 o’clock—I think it was probably closer to 4 
a.m. 

Mr. KENNEDY. Now you heard me read that letter to Mr. Sprague 
this morning? 

Mr. Perzer. Yes, sir. 

Mr. Kennepy. And that is the letter that you wrote / 

Mr. Perzer. Yes, sir. 

Mr. Kennepy. In there you stated as follows: 

I went to see B. Baur as arranged. When I got there and started to discuss 
his case, he called Colonel Boyle, national Democratic chairman, and Howard 
McGrath, Attorney General, and they both came to his suit 
IT am reading as the note was written, but in justice to Mr. Petzer, 
this was written while stat ding up against the wall: is that correct ? 

Mr. Perzer. Yes, and at 4 o’clock in the morning. 

Mr. Kennepy (reading) : 


I am to confer with McGrath in the morning regarding the Baur case 


Did you write that ? 
Mr. Perzer. Apparently I did, yes, sir. 
Mr. Kennepy. Did you or didn’t you? 
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Mr. Perzer. I did. 

Mr. Kennepy. Is that true? 

Mr. Perzer. It is not. 

Mr. Kennepy. You went on to say in that note: 


I called the hotel several times te reach you. As I stated, I was with an 
attorney from Detroit and would have introduced you under an alias but couldn't 
reach you. I didn’t think they [Baur] would recognize you. 

Is that true? 

Mr. Perzer. After I left Mr. Baur’s room at 10 o’clock or 9:30 or 
something like that, I called Mr. Sprague and wanted to know whether 
or not he wanted to have a few beers like we had been having the 
previous several days. He and I had been going out together, and 
he wasn’t in. 

Mr. Kennepy. That part of the letter is true? 

Mr. Perzer. That is correct. 

Mr. Kennepy. You went on to say: 

I am sorry I wasn't able to keep you company but will see you in Detroit. 
Hope you have a pleasant journey to Detroit 
et cetera. 

Now, going back through that letter, you say: “I went to see B. Baur 
as arranged.” That is true, is it not? 

Mr. Perzer. It was arranged that night when he called me and 
I asked him to come down—if he wanted to discuss the matter to come 
down—and he said he had some people there and I could come up to 
see him if I had no objection. 

Mr. Kennepy. That is true? 

Mr. Perzer. That is correct. 

Mr. Kennepy. “When I got there and started to discuss his case, 
he called Colonel Boyle, national Democratic chairman, and Howard 
McGrath, Attorney General.” Did he call either of those gentlemen / 

Mr. Perzer. No, sir. 

Mr. Kennepy. Did he state he left word at the Attorney General’s 
office that afternoon where he would be? 

Mr. Prrzer. No, sir. 

Mr. Kennepy. “And they both came to his suit”—I presume you 
mean suite. 

Mr }’erzer. Yes. 

Mr. Kennepy. Is that true? 

Mr. Perzer. No, sir, that is not true. 

Mr. Kennepy. “I am to confer in the morning regarding the Baur 
case. 

Mr. Perzer. That was not true. 

Mr. Kennepy. That was not true? 

Mr. Perzer. No. 

Mr. Kennepy. You are now denying it? 

Mr. Perzer. That is correct. 

Mr. Kennepy. You were not telling the truth when you wrote 
that ? 

Mr. Perzer. That is correct. 

Mr. Kennepy. Are you telling the truth now? 

Mr. Perzer. I am, Your Honor. Excuse me. I am. 

Mr. Kennepy. Are you familiar with a reporter by the name of 
Wigner of the Detroit News? 
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Mr. Perzer. Yes. 

Mr. Kennepy. Did you ever tell Mr. Wigner in words or substance, 
“Every word in that letter is true?” 

Mr. Perzer. No, sir. 

Mr. Kennepy. After you went back to Detroit, sir, was any fur- 
ther action taken by you in relation to the Advance Plating Co. 
claim ? 

Mr. Perzer. No; excepting Mr. Baur was— 

Mr. Kennepy (interposing). Is your answer “No”? 

Mr. Perzer. That is right. 

Mr. Kennepy. Did you ever visit Washington in February 1951, 
with Mr. Peters and Mr. Poole in connection with the Michigan 
School of Trades case ? 

Mr. Perzer. Repeat that date. 

Mr. Kennepy. In February 1951. 

Mr. Perzer. Yes. 

Mr. Kennepy. Where did you stay at that time? 

Mr. Perzer. I don’t recall the hotel that I stayed in. 

Mr. Kennepy. Could it have been the Statler ? 

Mr. Perzer. No; it was not the Statler. 

Mr. Kennepy. You are quite certain about that? 

Mr. Perzer. I am quite certain it was not the Statler. 

Mr. Kennepy. Did you stay at the same hotel with Mr. Peters 
and Mr. Poole? 

Mr. Perzer. I didn’t know Mr. Peters was there. I knew Mr. 
Poole was there. Mr. Poole and I, as I understand, we went down 
together. We met on the train or plane or whatever vehicle we had 
used. I remember meeting him. 

Mr. Kennepy. You stayed at the same hotel with Mr. Poole? 

Mr. Perzer. That is correct. 

Mr. Kennepy. And Mr. Peters may have been there? 

Mr. Perzer. I don’t know. 

Mr. Kennepy. He may have been there? 

Mr. Perzer. It is possible; yes. 

Mr. Kennepy. Who paid the hotel bill after that stay; your hotel 
bill? 

Mr. Perzer. I paid my own hotel bill. 

Mr. Kennepy. Did you ever state to Mr. Sprague in Detroit in 
April or late March 1951, that you had been to Washington in Feb- 
ruary of 1951 and that Mr. Poole or Mr. Peters had paid your hotel 
bill? 

Mr. Perzer. No, sir. 

Mr. Kennepy. You deny that? 

Mr. Perzer. I deny it; yes, sir. 

Mr. Kennepy. You deny stating that? 

Mr. Perzer. Yes, sir. 

Mr. Kennepy. Did you ever have any contact either by telephone, 
direct conversation, or corre spondenc e with Mr. Cli fford i in connection 
with the Michigan School of Trades ¢ 

Mr. Perzer. No, sir. 

Mr. Kennepy. Did you ever meet Mr. Clifford ? 

Mr. Perzer. I never met him. 

Mr. Kennepy. You knew he was retained ? 
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Mr. Perzer. I knew his office was, yes, because I had met Mr. Miller, 
and Mr. Miller sat in on the first settlement conference we had in 
February. 

Mr. Kennepy. And you knew at that time that Mr. Miller was 
Clark Clifford’s law partner? 

Mr. Perzer. I think I did. 

Mr. Kennepy. And you may have commented on it? 

Mr. Prerzer. I don’t recall making any comments on it. 

Mr. Kennepy. Do you recall the testimony of Mr. Sprague this 
morning in which he attributed to you the remark that Mr. Clifford 
had been present at this recent conference, and that there had to be 
no kowtowing to him? 

Mr. Perzer. I heard that, but I don’t agree with him. 

Mr. Kennepy. Did you or did you not make such a remark ? 

Mr. Perzer. I did not. 

Mr. Kennepy. I suppose you have been over the Advance Plating 
Co. files at least once ? 

Mr. Perzer. Yes; many times. 

Mr. Kennepy. And you are familiar with the names of the wit 
nesses in that case ?¢ 

Mr. Perzer. I think I was at the time I reviewed the file. I can’t 
tell who they are at this time. 

Mr. Kennepy. Do you have any recollection of noting witnesses in 
there who had died since the criminal action ? 

Mr. Perzer. There isn’t anyone who died that I know of. 

Mr. Kennepy. Did you ever so advise Mr. Baldridge ? 

Mr. Perzer. Not to my knowledge. 

Mr. Kennepy. I have no further questions. 

Mr. Cuetr. Mr. Rogers. 

Mr. Rogers. When did you say they first gave you this Advance 
Plating Co. file? 

Mr. Perzer. When I went to the office I inherited all the work of 
my predecessor who was transferred over to the Criminal Division, 
so I inherited all his files, which. as I understand it, were 399 cases, 
and Advance Plating was one of them. 

Mr. Rogers. What date was this? 

Mr. Perzer. This would be January 9, 1950, 

Mr. Rogers. Did you examine the files at that time—the time you 
examined the file, did it have any FBI reports in it ? 

Mr. Perzer. As I reeall, when I examined the file the exhibits were 
all in Washington. Whoever preceded me in handling that case had 
sent them down to Washington. I wrote Washington and asked them 
for the file so that I could review it myself, in preference to taking 
the letters and the statements that were in the file from my 
predecessors. : 

Mr. Roa RS. Do you recall when you received those files ? 

Mr. Perzer. I do not, sir. 

Mr. Rocers. After receiving them did you make an examination 
of them ? 

Mr. Perzer. I made an examination and I talked to everyone who 
handled the file prior to me, including the attorney who handled the 
criminal case, 
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Mr. Rogers. After vou became acquainted with the file and with 
the evidence in connection therewith, did you ever make any reque st 
of the FBI for further investigation of facts set forth therein 4 

Mr. Perzer. I may and may not. I certainly talked to the agents 
who made that report, I am sure of that. 

Mr. Rogers. Do you know of any agent ever making any report, or 
do you recall requesting any agent to make any further report on the 
evidence that you had revie ‘wed in that file / 

Mr. Perzer. I do not know, sir. 

Mr. Rogers. Did you later make a recommendation concerning 
institution of a civil action ¢ 

Mr. Perzer. Yes; I did make a recommendation. 

Mr. Rogers. When was that made? 

Mr. Perzer. I would not know unless I looked at the file. There 
would be a letter making my recommendation to Washington. 

Mr. Rogers. You started, you say, with it, in February 1950 4 

Mr. Prerzer. That is correct. 

Mr. Rogers. Have you any recollection of when you last handled 
anything in connection with this file ¢ 

Mr. Perzer. I do not know. 

Mr. Rogers. Were you requested by the Department of Justice from 
Washington to make a recommendation as to whether or not a civil 
action should be instituted ¢ 

Mr. Perzrer. No; I do not recall. 

Mr. Rogers. You cannot recall when you did make your recommen- 
dation in connection therewith / 

Mr. Perzer. No, sir; the file would indicate it because there would 
be a copy of my letter in the file. 

Mr. Rocers. If there are any reports from the FBI after the month 
of February 1950, would that indicate that you had requested that 
information ¢ 

Mr. Perzer. Chances are it would. There would be a letter there 
that I wrote the FBI requesting that an agent be assigned to the case 
for the purpose of getting some additional information, and probably 
I would mention the information that I wanted. That is the usual 
procedure, and I am assuming that that transpired in this particular 
case. That is, if I requested any additional information. I do not 
know. 

Mr. Rogers. Now, you say you cannot recall when you made the 
recommendation concerning the institution, or not to institute a civil 
action in this case? 

Mr. Perzer. No; I do not remember. 

Mr. Rogers. You were here in the month of April 1950, in Wash- 
ington, were you / 

Mr. Perzer. Yes, sir. 

Mr. Rogers. Were you here in connection with that case ? 

Mr. Perzer. Excuse me. What date was that again, sir? 

Mr. Rogers. April 1950. 

Mr. Perzer. April 1950—I do not think I was in Washington on 
that date. I think it was 1951 that you have reference to. 

Mr. Rocers. This case was still alive at that time? 

Mr. Perzer. That is correct, sir. 
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Mr. Rocrrs. How long after April 5, 1951, when you returned to 
Detroit, was it, that you made the recommendation in connection with 
it ¢ 

Mr. Perzer. I would not be a bit surprised if my recommendation 
was made prior to that. 

Mr. Kocers. Were you called to Washington by the Department 
of Justice to discuss that ? 

Mr. Prerzer. That case ¢ 

Mr. Rogers. Yes. 

Mr. Prerzer. No, sir. 

Mr. Rogers. Were you here on official business ? 

Mr. Prrzer. This was not part of that. 

Mr. Rogers. But you cannot place the time that you made your 
recommendation concerning that, at all 7 

Mr. Perzer. I could almost truthfully say that it was prior to 
April 1951. I am sure that it was. 

Mr. Rogers. And at the time that you talked to a man down at 
the hotel room, you had arrived at your conclusions in the matter? 

Mr. Prerzer. I think probably I had, but I did not tell him. 

Mr. Cuetr. The Chair wants to publicly apologize to Mr. Rodino. 
It was not intentional, Mr. Rodino. 

I will call on Mr. Keating, and then call on you. 

Mr. Kreative. As far as you knew, none of the witnesses in this 
case has died, I believe you testified, after the criminal trial and be 
fore consideration of the civil suit? 

Mr. Prerzer. I do not know of any. 

Mr. Keating. And you never told Mr. Baldridge that any had 
died. 

Mr. Prerzer. If none of them died I do not think I told him that. 

Mr. Keating. Did you know Mr. Baldridge had assigned to the 
General Accounting Office as the reason for not going ahead, that 
witnesses had died ? 

Mr. Perzer. I was not aware of that. 

Mr. Keatine. That is all. 

Mr. Cuevr. Are there any further questions? 

That seems to be all the questions, Thank you very much, Mr. 
Petzer. 

Mr. Holmes Baldridge. 

Excuse me just a moment. I understand Mr. Morison wants to 
catch a plane and if you do not mind we will proceed with Mr. 
Morison. 

Mr. Morison, do you solemnly swear that the testimony you shall 
give in this proceeding will be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Morison. I do. 


TESTIMONY OF HUGH GRAHAM MORISON, ASSISTANT ATTORNEY 
GENERAL OF THE UNITED STATES, IN CHARGE OF THE ANTI- 
TRUST DIVISION 


Mr. Cuetr. You may proceed, Mr. Kennedy. 

Mr. Kennepy. Will you please state your full name ? 

Mr. Mortson. My name is Hugh Graham Morison. I am Assistant 
Attorney General of the United States, in charge of the Antitrust 
Division. I reside at Route 2, Herndon, Va. 
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Mr. Kennepy. Mr. Morison, how long have you been in the Depart- 
ment of Justice? 

Mr. Morison. Since about January 1946. 

Mr. Kennepy. And for some time during your service there you 
were in charge of the Claims Division; is that correct ? 

Mr. Morison. That is right. sir. To the best of my recollection I 
was acting head of the Claims Division from approximately the end 
of January 1948 until March of that year, and then I was confirmed as 
Assistant Attorney General and served until I went to Economic 
Stabilization at the end of August 1950, and was there until approx- 
imately February 1951, when I came to the Antitrust Division where 
I have been ever since. 

Mr. Kennepy. We can expect you to be reasonably familiar with 
any cases pending in the Claims Division during the period covered 
from January 1948 to August 1950? 

Mr. Mortson. There are about 300,000 lawsuits down in that shop. 
I will do the best I can. 

Mr. Kennepy. You have been advised prior to this hearing of the 
cases the committee is interested in. 

Mr. Morison. Today is Friday. I was advised on Wednesday aft- 
ernoon. I have gone over the summaries of the files, and that is all. 

Mr. Kennepy. Was Wednesd: ay afternoon, June 4, the first that you 
had been advised of the interest of this committee in these 14 cases? 

Mr. Morison. Yes. That doesn’t make any difference. I am just 
saying that. 

Mr. Kennepy. We are quite interested in that aspect of it, Mr. 
Morison. Wednesday was the _ you were informed of it? 

Mr. Mortson. That is right, 

Mr. Kennepy. Mr. Morison, pn you had an opportunity to re- 
view the Willys-Overland case since Wednesday ? 

Mr. Morison. I have not, sir. I am not familiar with that case, 
Mr. Kennedy. I have no recollection of having anything to do with 
that case during my tenure. I think that was handled by someone else. 

Mr. Kennepy. Are you familiar with cases referred to the Depart- 
ment in December 1947, and August 1948, under the titles of Ultima 
Optical Instrument Co., and Optical Instrument Co. ? 

Mr. Mortson. No, sir. 

Mr. Kennepy. You never heard of those cases? 

Mr. Mortson. No, sir. 

Mr. Kennepy. They were cases arising under the Contract Settle- 
ment Act, and referred by the General Accounting Office to the De- 
partment of Justice ? 

Mr. Morison. Yes. 

Mr. Kennepy. They would go to the Claims Division, would they 
not ¢ 

Mr. Morison. If they are certified under our procedures, Mr. Ken- 
nedy. If they are certified by the General Accounting Office under the 
Contract Settlement Act, they are referred under frand, and under 
our procedures that first referral goes to the Criminal Division to de- 
termine whether there is criminal action; and if there is no criminal 
action taken, or criminal action is concluded, then the fraud aspects of 
civil fraud are undertaken by the Claims Division. 

Mr. Kennepy. But the routing is to the Criminal Division first 
and then to the Claims Divison. 
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Mr. Mortson. That is right. 

Mr. Kennepy. Are you familiar at all with a case referred by the 
General Accounting Office in January 1948, under the heading of the 
“Mathers Spl ing Co. of Toledo, Ohio” ¢ 

Mr. Morison. I don’t recall that one, sIr: ho, As ] said, I came 

February 1948. I imagine that went to the Criminal Division. 
That is just one I do not recall. It was not on the list that I was 
supplied with, in any event. 

Mr. Kennepy. Did you hear, while you were Chief of the Claims 
Division, of a case known as Advance Plating Co., of Detroit, Mich. ? 

Mr. Mortson. No; I have just heard the witness. I have no recol- 
lection of that at all. 

Mr. Kennepy. That was referred to the Department of Justice, 
December 16, 1946. As far as we can find out it is still pending. 

Mr. Morison. No recollection of that at all, and that again, Mr. 
Kennedy, was not on the list that I was familiar with. 

Mr. Kennepy. Was there a Mr. Rosenbaum in the Claims Division ? 

Mr. Morison. There is a Mr. Rosenberg who is still there. 

Mr. Kennepy. He never discussed that case with you ¢ 

Mr. Morison. No. 

Mr. Kennepy. On the list that you got We lnesday, Mr. Morison, 
a familiar with any of those cases ¢ 

Mr. Morison. Frankly, I was not, sir. Some of them I did remem- 
ber vaguely but that m: ikes no difference. ‘The vy were those for which 
I was responsib le and that doesn’t make : any difference. 

Mr. Kennepy. Was one of those the John Johnson Co. of Detroit? 

Mr. Morison. Yes, sir. 

Mr. IKKENNEDY. There was a claim certified to you by the General 
Accounting Office, giving the certification that in their opinion there 
was fraud. 

Mr. Mortson. Yes. 

Mr. Kennepy. And the amount was approximately $30,000. 

Mr. Morison. I assume that is right. 

Mr. Kennepy. Do you recall that that case was referred by the 
Department of Justice to the United States attorney in Detroit, with 
a proposed draft of complaint ¢ 

Mr. Morison. That is correct. This is a draft of a civil complaint. 
That is right. 

Mr. Kennepy. Did this mean there had been some review and re- 
valuation of the case in the Department of Justice before it was 
referred to the United States attorney ¢ 

Mr. Mortson. My recollection of that was this, Mr. Kennedy. Of 
course it first went to the Criminal Division in the meantime—this 
was in the early days of the referrals of some 280 cases that we have 
received, and we had not completely perfected a plan of operation, 
as to whether or not civil suit first would prejudice criminal or whether 
or not criminal should be first. 

In this case we actually drafted a complaint based upon the Gen- 
eral Accounting Office certification. Subsequently it was agreed that 
the best interest of the Government would be served by the Criminal 
Division seeing if they could make a criminal case under the false 
claims section of the act. That was done with the understanding 
that no prejucice would be done to the civil suit. 
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Subsequently the United States attorney and the Criminal Divi- 
sion as I understand it requested a full FBI investigation as we did 
in every case. That was made to:the United States attorney, and he 
recommended against prosecution. The Criminal Division on that 
review declined prosecution and it was certified to us. 

The facts, as I recall them, roughly, were these. They involved a 
most difficult problem in contract settlement and that is what you do 
with inventory. 

The John Johnson Co, is a large company engaged in the produc- 
tion of cotton duck—not the production of it, the selling of it and 
fabricating it for use. 

Mr. Kennepy. There was a reference to the United States attorney 

| with a proposed draft of a complaint, a civil action ? 

Mr. Mortson. Yes. 

Mr. Kennepy. Does the file reveal there was some evaluation by 
the Department of Justice authorities before that complaint was 
drawn up 4 

Mr. Mortson. No more evaluation than we do in every referral from 
the General Accounting Office. There was a statement of the various 
accounts where they found fraud. 

Mr. Kennepy. So whoever drew the complaint used the General 
Accounting Office report to draw the complaint. 

Mr. Mortson. That is right. 

Mr. Kennepy. That was referred to the United States attorney ‘ 

Mr. Morison, That is correct. 

Mr. Kennepy. Subsequently was that case returned to the Depart- 
ment of Justice by the United States attorney ¢ 

Mr. Morison. No, subsequently when we determined a policy that 
the criminal phase should be disposed of first, the United States at- 
torney was instructed to retain the complaint and keep track of its 
developments in the criminal aspects, so we could go immediately 
into civil action, once the criminal action was disposed of. 

Mr. Kennepy. Was there ever any criminal action in the John 

Johnson case ? 

Mr. Mortson. It was denied and properly so, I might say. 

Mr. KENNepy. It was denied 4 

Mr. Mortson. The United States attorney recommended against 
it and it was closed out. 

Mr. Kennepy. There was no court order of denial or anything of 
that nature ? 

Mr. Morison. No, we just didn’t prosecute. There was not suf- 
ficient evidence to prosecute. 

Mr. Kennepyr. Was any civil suit ever commenced / 

Mr. Mortson. No, sir. 

Mr. Kennepy. The case is now closed ? 

Mr. Mortson. The case is now closed. 

Mr. Kennepy. Are You familiar with the Skinner Purifier Co. 
case ¢ 

Mr. Mortson. Yes. 

Mr. Kennepy. Can you tell me whether or not there was ever any 
criminal prosecution of that particular claim ? 

Mr. Morison. There was no criminal prosecution and no civil pros- 
ecution. There was however, as a result of the investigation, a volun- 
tary payment on the part of that company, of some $18,000 or $19,000. 
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There were quite a number of errors that were discovered which 
otherwise you couldn’t touch because the Contract Settlement Act says 
you cannot go behind a settlement*negotiated unless you can show 
fraud. 

Mr. Kennepy. Mr. Morison, I think we have probably concluded 
our examination of you, since this morning our questioning was con 
fined to about 6 cases of the original 14. 

Mr. Cueir. Have any members of the committee any questions? 

Thank you very much, Mr. Morison. 

Now Mr. Holmes Baldridge, please, sir. 

Do you solemnly swear that the testimony you shall give in this 
proceedings will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Bauprinee. I do. 


TESTIMONY OF HOLMES BALDRIDGE, ASSISTANT ATTORNEY GEN- 
ERAL IN CHARGE OF CLAIMS DIVISION, DEPARTMENT OF 
JUSTICE 


Mr. Kennepy. Mr. Baldridge, will you state your full name, address, 
and present position ? 

Mr. Bavpriper. My name is Holmes Baldridge. Residence, 1445 
Madison Street NW., Washington, D. C. 

At the present time and since March 29, 1951, I have been Assistant 
Attorney General in Charge of the Claims Division, Department of 
Justice. 

Mr. Kennepy. How long have you been with the Department of 
Justice, Mr. Baldridge? 

Mr. Bauprincr. Since August 1, 1938. 

Mr. Kennepy. Prior to your taking over as Chief of the Claims 
Division, had you headed any other division in the Department ? 

Mr. Bauprince. No. 

Mr. Kennepy. What division had you been in, sir? 

Mr. Bavprincr. I spent about 12 years as Chief of the Trial Se 
tion in the Antitrust Division of the Department. 

Mr. Kennepy. And you went directly from there to Chief of the 
Claims Division ? 

Mr. Bavprivce. That is correct. 

Mr. Kennepy. During your tenure as Chief of the Claims Division, 
did you have anything to do, or do you now have any familiarity, 
with a case in that division known as the Advance Plating Co. of 
Detroit, Mich. ? 

Mr. Baupriner. I reviewed it upon receiving this list of cases under 
date of May 16. I received a copy a few days ago and prepared 
myself as well as possible on all cases on the list which were presently 
pending in the Claims Division. 

Mr. Kennepy. Upon what date was the Advance Plating Co. civil 
claim referred to the Department of Justice? 

Mr. Barpriner. January 22, 1947. 

Mr. Kennepy. May I ask where you are taking that date from? 
There is some discrepancy, I believe, ‘between that and the date given 
by the General Accounting Office. 

Mr. Barpriner. This is “prepared as a result of an examination of 
our file. 
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Mr. Kennepy. You do not have the original file ? 

Mr. Bavprince. Well, this is a pending case. 

It probably was referred to the Department prior to that time, 
but as Mr. Morison has just explained these referrals under the Con- 
tract Settlement Act from the Government Accounting Office to the 
Department are first routed to the Criminal Division and after the 
Criminal Division has completed its work on the ease either by closing 
the file or by indicting and trying the case, it is then referred to the 
Claims Division, for a collection of any possible elvil penalties and 
liabilities, if any. 

Mr. Kennepy. Is it quite possible that the case might be referred 
out of the Criminal Division to the Claims Division before the con- 
clusion of the criminal action? 

Mr. Batprince. That has happened, I suppose, depending upon 
special circumstances surrounding the particular case. 

Mr. Kennepy. So once again, sir, the date it was referred to the 
Claims Division was what ? 

Mr. Bautprince. January 22, 1947. 

Mr. Kennepy. The case is still open? 

Mr. Bauprince. Yes, it is. 

Mr. Kennepy. Now you have before you a copy of a letter written 
over your signature, dated June 27, 1951, directed to the General 
Accounting Office ? 

Mr. Bavprince. There is such a letter in the file, yes. 

Mr. Kennepy. Was that letter prepared for your signature? 

Mr. Bauprince. Yes, it was. 

Mr. Kennepy. Have you read that letter recently ? 

Mr. Baupriner. Yes, I have. 

Mr. Kennepy. In that letter, sir, you refer to witnesses who have 
died ? 

Mr. Batpringe. There is such a reference, yes. 

Mr. Kennepy. Have you any recollection at this time what your 
sources were for that statement ? ; 

Mr. Batprincr. No, I do not. The letter was prepared for my sig- 
nature by Mr. Rosenberg. a member of the Fraud Section staff. © 

Mr. Kennepy. Is Mr. Rosenberg here? 

Mr. Bauprincr. Yes. My information comes from a copy of a letter 
in the file. 

Mr. Kennepy. Mr. Baldridge, at any time during your tenure as 
Chief of the Claims Division, did you ever discuss this case with 
Attorney General McGrath ? 

Mr. Bauprince. No, I did not. 

Mr. Kennepy. Have you ever discussed it with Mr. Peyton Ford? 

Mr. Batprince. No. Not to my knowledge. 

Mr. Krennepy. Is it possible that you may have discussed it with 
Mr. Ford? 

Mr. Baupriper. I may have discussed—I cannot say what cases I 
have and have not discussed with officials in the Department. We 
have about 85,000 cases pending in the Division and we are doing work 
on two or three dozen of them—that is, something comes across mv 
desk on two or three dozen of them every day—so I could not recollect 
whether it was a short discussion about a particular case on such and 
such a date or not. I do not recall having discussed that case with 
anybody in the Department. 
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Mr. Kennepy. Do you keep any memoranda of your discussions of 
these cases with top officials of the Department ? 

Mr. Baupringer. No, I do not. 

Mr. Kennepy. Do you mean you do not keep those memoranda as 
a matter of policy, or that you just do not ? 

Mr. Batprinee. I do not have the time. 

Mr. Kennepy. Can you tell us anything about the status of that 
civil case today, other than it is just pending? 

Mr. Bavpringr. I can give you a brief chronological résumé of what 
happened to the case since it arrived in the Claims Division. 

Mr. Kennepy. I think the subcommittee would be more interested, 
without prejudicing the case in any way, if you would tell us just 
what the Department’s plans, if any, are in this particular case. 

Mr. Bavpringe. The file has been transferred back and forth a time 
or two between the office here and the United States attorney’s oflice 
at Detroit. 

At one time, I recall, both the office here as well as the United States 
attorney ’s office in Detroit were of the view that we could not success- 
fully maintain a suit. We made this news known to the General Ac- 
counting Office and they were still of the view that a suit could be 
maintained, Asa result, I presume, in part due to the position of the 
General Accounting Office, the case is still open and pending. 

Mr. Kennepy. Who is handling that case in the Claims Division 
now ¢ 

Mr. Bavprince. I could not give you the name. 

We handle our cases on two bases; one, due to the volume, a large 
percentage of them are sent directly to the United States attorney’s 
office and we maintain general supervision of the case and act as kind 
of legal adviser and discuss theory and so on, with the United States 
attorneys handling the cases. On some of the more important cases 
we may handle them directly with the Claims Division personnel, 
This case is one that was delegated to the United States attorney’s 
office at Detroit for handling. The supervisor in the Washington 
office is Mr. Rosenberg. 

Mr. Kennepy. Is he the one who is handling the case in Washing- 
ton, now? 

Mr: Baupringr. The case is assigned to him for supervisory work; 
yes, sir. 

Mr. Kennepy. Is it your testimony that the case is still in the 
United States attorney’s office in Detroit ? 

Mr. Bauvprince. That is correct. 

Mr. Kennepy. I would like to pass on, Mr. Baldridge, to the Willys- 
Overland Co. case. 

Mr. Bavprivge. May I add just one thing, sir: we have written 
several letters to the United States attorney since I came into the 
Division late in March 1951, asking for a status report onthe case. We 
have not had a satisfactory reply. We had one on June 15, 1951, from 
the United States attorney, Mr. Kane. 

Mr. Kennepy. One reply? 

Mr. Bavpriner. That was the last reply, June 15, 1951. That is the 
last reply shown in the file. I have to rely completely on the file be- 
cause this matter was new to me until a few days ago when I started 
reviewing the file in preparation for the hearing. 
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Mr. Kennepy. We understand that, sir. Have there been any other 
inquiries from the Department to the United States attorney since 
June 1951? 

Mr. Bauprincr. Yes. We wrote him on November 
again on April 10, 1952 

Mr. Kennepy. Any replies? 

Mr. Baupriner. No. The file does not show any 

Mr. Kennepy. Do you have any procedure over there whereby you 
follow up and try to get answers to your letters ? 

Mr. Baxpriver. I have put in a tickler system since I came in. 

Mr. Kennepy. Have you tried this particular case on the tickler, 
yet ¢ 

Mr. Baupringe. That is the reason for the letter of April 10. 

Mr. Kennepy. But the tickler merely tells you when to send another 
inquiry. 

Mr. Barprince. Well, it requires a review of the status of the case 
by the reviewing attorney to whom it is assigned, periodically. 

Mr. Kennepy. My question was, do you have any procedures where- 
by you try to get replies from United States attorneys to your 
inquiries, 

Mr. Barpriner. Yes. By a letter. 

Mr. Kennepy. By another letter? 

Mr. Bauprincr. Yes; and sometimes by telephone call. 

Mr. Kennepy. Would you call a lapse of time from November 
1951 to present, without any reply, normal or abnormal? 

Mr. Batprince. Do you mean normal insofar as our receiving a 
reply is concerned or sending out another tickler ? 

Mr. Kennepy. I am aware you have sent out another letter since 
November, but you have received no reply. 

Mr. Barprince. That would depend upon the case load of the par- 
ticular United States attorney’s office. The Detroit office carries a 
rather heavy case load. I think it is one of the busiest districts in the 
country and it depends upon not only the case load but the number 
of attorneys assigned to that particular case load. 

Mr. Krennepy. Then you are not concerned, I take it, with the 
fact that 7 months have elapsed and there has been no reply from the 
United States attorney in Detroit with reference to this case. 

Mr. Bavpripver. I would not say that; no. 

Mr. Kennepy. Then you are not concerned ? 

Mr. Batpriper. We would like to keep our cases just as current as 
we can. I indicated earlier that due to the volume we have to put 
our attention on the cases where there are deadlines to meet the court. 

Mr. Kennepy. As I stated earlier, we would like to know, if we can 
find out without prejudicing the claim, just what the Department’s 
plans are for it. 

Now, there will be another lapse of time, and it will come up on the 
tickler and you will write another letter? 

Mr. Bavprince. We are awaiting reply to our last inquiry, from the 
United States attorney. 

Mr. Kennepy. Your last two inquiries? 

Mr. Batprineer. On the civil side of the docket, insofar as contract 
settlement acts are concerned, there is no statute of limitations. 


Shy 1951, and 
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Mr. Keatine. Let me interrupt there: Do you mean under the Con- 
tract Settlement Act no case is ever outlawed by the statute? 

Mr. Bavprivce. On the civil side of the docket, that is true. There 
is no provision in the law dealing with the statute of limitations 
insofar as cases on the civil side of the docket are concerned. 

Mr. Rogers. I take exception to the interruption, Mr. Chairman. 

Mr. Cuetr. I think we understood—at least I hope we did—if there 
was any specific question that did not go into an extensive interroga- 
tion, that it was permissive. 

Mr. Rogers. I was just trying to point out that I was trying to do 
the same thing the gentleman just now did, and this morning you 
called me down on it. 

Mr. Cuetr. We might review the record, Mr. Rogers, if we must get 
into that again. You were going into quite a number of questions 
and I thought I made it clear that I was trying to keep the continuity 
of orderly procedure in the conduct of the hearing. 

Do you have any questions, Mr. Rogers? 

Mr. Rogers. I have no questions. 

Mr. Cuetr. Mr. Hillings? 

Mr. Hiturnas. I have no questions. 

Mr. Kennepy. Passing on now to the Willys-Overland Co. of Cleve- 
land, Ohio, are you familiar with that? 

Mr. Baupriner. Only in the same sense that I was familiar with 
Advance Plating. 

Mr. Kennepy. You have had occasion to call for the file since last 
Wednesday and have an analysis made of it ? 

Mr. Batprivge. That is correct. 

Mr. Kennepy. Can you tell me what date that was referred to the 
Claims Division ? 

Mr. Bavpriner. March 25, 1949. 

Mr. Kennepy. Did that go to the Criminal Division first? 

Mr. Bavprinee. I am advised that there was a reference to Crim- 
inal, prior to the reference to Claims. There was a reference to the 
Criminal Division prior to that date and I understand that the matter 
was closed in the Criminal Division. 

Mr. Kennepy. It has been in the Claims Division of the Department 
of Justice since March 25, 1949? 

Mr. Bavprince. That is correct. 

Mr. Kennepy. And it has been handled over there by Mr. Brown- 
ing; is that correct ? 

Mr. Bavprivce. Mr. Browning is one of the men who worked on 
the case. Mr. Browning came in with me in the latter part of March 
1951. 

Mr. Kennepy. May we ask, sir, what is the present status of that 
claim? Will you state the amount according to the file there? 

Mr. Baxpriper. One million one hundred and sixteen thousand 
dollars. I might add that that full amount is now being withheld 
by the Department of Defense, from money owed on other contracts, 
so that the Government, in spite of the delay, is completely protected, 
dollar for dollar, for the amount of the alleged overpayment as certi- 
fied to us by General Accounting Office. 

Mr. Kennepy. Of course it is always possible that, as a civil claim, 
it might be compromised for some lesser amount. 
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Mr. Bavprince. That is correct. Our views and those of General 
Accounting may differ as to our legal position with respect to a par- 
ticular claim. 

Mr. Kennepy. Do your records show when the order was given 
by the Department of Justice to withhold that amount ? 

Mr. Bavprince. I don’t have that information available. 

Mr. Kennepy. Do you suppose you would be able to get that for us? 

Mr. Baupriver. Yes; I would be glad to. 

Mr. Kennepy. Does anybody on your staff here today have that ? 

Mr. Batorwer. Withholding began by the Army on July 7, 1949. 

Mr. Kennepy. Did it continue or did it continue only until the 
amount withheld came abreast of the claim figure ¢ 

Mr. Bavprince. That is correct. The first was July 7, 1949, and 
I believe the Army withheld 10 percent on contracts that were pending 
with the company, until such time as the full amount certified over by 
the General Accounting Office has been reached, namely, $1,116,000. 

Mr. Krennepy. Were the instructions given to withhold given by 
the Department of Justice or by the General Accounting Office? 

Mr. Bavprince. I understand that is automatic with the Department 
of Defense, when they are giving definite orders to various concerns. 
If a matter has been certified over to us by General Accounting, it is 
automatic that the withholding starts until the amount certified over 
has been reached. 

Mr. Kennepy. There was no direct order or recommendation from 
the Department of Justice to set that withholding machinery in oper- 
ation. 

Mr. Batprivcr. As I say, I understand it is automatic. 

Mr. Kennepy. Has action been commenced against Willys-Over- 
land Co. ? 

Mr. Bauprince. No; it has not. 

Mr. Kennepy. That case is still pending ? 

Mr. Baupriner. That is correct. 

Mr. Kennepy. Mr. Baldridge, I would like to ask you about a case 
called the Mathers Spring Co. of Toledo, Ohio. Do you know about 
that case ? 

Mr. Batpriner. No; I do not. 

Mr. Kennepy. You never heard of that one? 

Mr. Batpriper. No. 

Mr. Kennepy. Do you know about a case called the Guiberson 
Diesel Engine Co., of Dallas, Tex. ? 

Mr. Bavpringe. Yes. 

Mr. Kennepy. What date was that referred to the Department of 
Justice and by what agency, sir? 

Mr. Batprincr. It was referred to us by the Army on September 
30, 1948. 

Mr. Kennepy. What did it involve? 

Mr. Bauprivce. It involved an erroneous double payment by the 
Army on a contract. 

Mr. Kennepy. In what amount? 

Mr. Baupripcr. The Army inadvertently made a duplicate payment 
of charges amounting to $82,378.88. 

Mr. Kennepy. It was just a double payment by error? 

Mr. Bavprince. That is right. 
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Mr. Kennepy. Has that amount been recovered ? 

Mr. Batpriver. The company is broke. 

We also have an excess-profits renegotiation tax-adjustment case 

gainst the same concern. We reduced the judgment. We got a judg- 
ment for $1.5 million and the eaNy as we understand it from 
the last report, had assets of $398.36. 

Mr. Kennepy. What was the date of your last report? 

Mr. Batpriwer. Within the last 60 days. I don’t recall the exact 
date. 

Mr. Kennepy. Is the company in bankruptcy ? 

Mr. Barprwer. Well, they don’t have any assets. 

Mr. Kennepy. Have they been adjudicated bankrupt ? 

Mr. Baupriner. I don’t know whether there has been a formal 
adjudication or not. 

Mr. Kennepy. Do you know what their financial condition was 
in September 1948 ? 

Mr. Batprince. No; I do not. 

Mr. Kennepy. Was any civil suit ever commenced to recover that 
overpayment / 

Mr. Batorince. No. We did proceed with the collection suit on 
the renegotiation of the excess-profits taxes. As I say, we reduced 
that judgment but we have not been able to collect it. 

Mr. Kennepy. Mr. Baldridge, were you familiar with a case re- 
ferred to you by the Veterans’ Administration known as the Michi- 
gan se hool of Tr ades ? 

Mr. Baupringe. Yes; I am. 

Mr. Kennepy. Were you Chief of the Claims Division during the 
pendency of the civil action there ? 

Mr. Batprincr. No; just during a part of the period. As I indi- 
cated earlier, I came over about a year ago. 

Mr. Kennepy. There was a settlement of the civil claim, there? 

Mr. Batpriver. That is correct. 

Mr. Kennepy. After protracted negotiations ? 

Mr. Bavpriwce. That is correct. 

Mr. Kennepy. And a settlement was finally arrived at and carried 
through while you were Chief of the Claims Division ? 

Mr. Batpriper. That is correct. 

Mr. Kennepy. Did you participate in any of the conferences? 

Mr. Baupriner. No; I did not. 

Mr. Kennepy. Do you remember the amount of that claim ? 

Mr. Bavprince. I think the referral over from General Accounting 
was about $1,300,000, 

Mr. Kennepy. Do you know the final settlement figure ? 

Mr. Barpriper. Yes: we settled for $125,000. 

Mr. Kennepy. Were you aware at the time that the Veterans’ 
Administration was withholding Government moneys due the Michi- 
gan School of Trades in the amount of $190,000, approximately ? 

Mr. Batpriver. I was advised of that at the time the settlement 
proposal was submitted to me for approval or disapproval. 

Mr. Kennepy. And you approved of the settlement ? 

Mr. Baxpriver. That is correct. 

Mr. Kennepy. I assume that you had a pretty thorough report on 
the case when you made your decision ? 
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Mr. Batpriper. We had a very comprehensive report on it. A great 
deal of time was spent in consideration of the case. 

During discussions leading up to a final settlement agreement, there 
was considerable difference of opinion between the auditors for the 
Veterans’ Administration and the auditors for the General Account- 
ing Office as to (1) the amount of certain items, and (2) how much 
should be allowed. 

Of course, in settling cases involving allegations of fraud, we must 
weigh our chances as to what we can convince a court we are entitled 
to under the circumstances. I would like to say this, that the General 
Accounting Office quite properly included in its audit every item that 
might conceivably be questioned, regardless of the legal sufficiency 
of the item. I say I think this was properly done bec: ause it alerts 
us to a full examination of every detail of a referral and gives us the 
the broadest grounds upon which to make our own investigation. 

Most of these cases involve rather an intricate accounting problem 
and we need all of the accounting assistance and all the suggestions 
we can get. But after investigation and study, it is necessary that we 
resolve the problem on the basis of what we could successfully recover 
if the case is tried. 

The ordinary standard approved in a civil case is proof by a mere 
preponderance of the evidence, but in these civil fraud cases the courts 
have imposed almost as strict a standard of proof in a civil fraud case 
as is required in the normal criminal case. 

Mr. Kennepy. Do you mean they require proof of fraud beyond 
reasonable doubt ? 

Mr. Bavprince. It doesn’t quite reach beyond a reasonable doubt 
but it is pretty close to it in our opinion. They say that the proof, for 
example, must be clear, unequivocal, and convincing, in contrast to a 
mere preponderance. 

They say that fraud is never presumed; that a finding of fraud 
cannot be bottomed upon plausible suspicion; that the evidence must 
be such as to exclude any reasonable hypothesis of good faith; that 
all the circumstances should be consistent only with the conclusion 
of fraud. 

Mr. Kennepy. You are quoting from an opinion? 

Mr. Baupriper. I am summarizing what a number of cases have 
held. The inference of honesty must be drawn where the circum- 
stances are as consistent with honesty as with dishonesty and that 
the mere fact that a claim is found to be extravagant, unreasonable, 
and not allowable does not prove fraudulent intent. Now those are 
the court standards against which we must judge our chances if a civil 
fraud case goes to triai. 

They are not only complicated questions factually, because most of 
them involve intricate accounting, but the standards of proof are so 
high in these cases that it is pretty difficult to get convictions—not 
convictions but holdings by courts that there is liability. 

Mr. Kennepy. When you approved the settlement in the Michigan 
School of Trades case, did you know that the Michigan school was 
represented by the firm of Clifford & Miller, of which Mr. Clark 
Clifford was a member ¢ 

Mr. Bavpriper. Yes. 

Mr. Kennepy. You know Mr. Clifford? 

Mr. Batprince. I have known him for about 2 years. 
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Mr. Kennepy. Did you ever discuss this case with Mr 

Mr. Batpriper. No; I never have. 

Might I add just a word here on this Michigan Trade Schools settle 
ment: These conferences were rather lengthy and detailed. Present at 
those conferences were auditors from the Veterans’ Administration, 
auditors from General Accounting Office, the counsel for defendant, 
and counsel for the Government. There was counsel for the Veterans’ 
Administration. 

None of the figures finally arrived at as the correct amount of over- 
charges were disapproved by the Veterans’ Administration. I should 
like to say that the Veterans’ Administration in this case was the refer- 
ring agency rather than General Accounting. Veterans’ Administra- 
tion not only was satisfied with and approved of the settlement we 
finally arrived at, but we sent GAO objections to the settlement to 
Veterans’ Administration after those objections were made and we 
received reply from the Veterans’ Administration that they stood on 
their previous recommendation and that they thought that all that 
the case was worth at the outside, if we went to trial, was $141,000. 

Mr. Kennepy. Mr. Baldridge, do you see anything unusual or con- 
trary to your general policy in that in this particular case, the civil 
action was settled before the disposition of the criminal? 

Mr. Batprince. No. Ordinarily, the policy is that cases involving 
allegations of fraud come to the Criminal Division and when the 
Criminal Division has finished with the case it comes to the Claims 
Division. 

In this particular case, however, the Veterans’ Administration dis- 
covered that these three schools involved—the Michigan Trade Schools, 
the Technical Institute, and the Diesel Co.—the Veterans’ Adminis- 
tration discovered they were about to sell some of their assets and their 
preliminary investigation disclosed that there were probably overpay- 
ments. Ordinarily they would contact us directly but the matter, I 
suppose, was of such extreme urgency that they contacted the U nited 
States attorney at Detroit directly and asked if he would file suit, not 
only alleging overpayments but seeking the appointment of a receiver 
to prevent the dissipation of assets until the matter could be deter- 
mined on its merits. 

The day it was referred to the United States attorney, he in turn 
called the Department and the Department approved his filing of the 
suit. Within 10 days or 2 weeks after the suit was filed, a stipulation 
was entered in court between parties to the effect that no sale of assets 
would be made by the defendants without the approval of the court. 

That is why this particular case came to the Claims Division first, 
rather than the Criminal Division, contrary to the general and normal 
procedure. It was to preserve the assets until such time as a deter- 
mination could be made as to whether overpayments had been made 
and in what amount. 

Mr. Kennepy. Does that conclude your explanation, sir? 

Mr. Bawpriper. Yes. 

I would like to say one more thing about this case if you are passing 
it now, though. 

Mr. Kennepy. Go ahead. 

Mr. Batprivce. That is that I do not believe this committee could 
get a full, complete, and objective picture of what happened in this 
case unless you call the auditors of the Veterans’ Administration. 
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They are familiar with Veterans’ Administration regulations, they 
are familiar with the manner in which those regulations are inter- 
preted, they are the people who made the investigations, the check 
investigations on the spot. They know the circumstances surround- 
ing the making of the v apious contr: acts, and if you want a full, com- 
plete, and objective picture of this case and the settlement, I think 
you cannot get it unless auditor representatives of the Veterans’ Ad- 
ministration are called, particularly Mr. Van Dyke and Mr. Carley. 

Mr. Kennepy. For your information, Mr. Baldridge, the investi- 
gators of the subcommittee have spent about 2 days with those par- 
ticular gentlemen. In the interest of time, however, we have not sum- 
moned them here today. If you feel that we perhaps should have 
them, we may call them before the subcommittee at a subsequent 
session. 

Mr. Batpriner. I do feel if you want a full and objective ex- 
planation of what went on in this case, it would be essential to call 
the Veterans’ Administration auditors. 

Mr. Kennepy. Do you mean, sir, that you do not consider the Gen- 
eral Accounting Office investigation an objective one ? 

Mr. Baxprincer. I explained in the beginning that I thought Gen- 
eral Accounting Office rightfully, in referring things over to us, 
should include everything upon which there is a possibility of fraud, 
regardless of whether it will stand up legally. It alerts us to things 
to investigate and look for. But when we m: ake our determination we 
have to decide whether this particular alleged overpayment is legal 
or illegal, whether it was fraudulently obtained and with misrepre- 
sentation, or with full knowledge, of the agency involved. 

I understand that the Veterans’ Administration auditors checked 
eanuue the original audit that was sent over to us by General 
Accounting Office. That audit arrived at an outside figure of what 
the cases were in the amount of $141,000. Since the defendants in- 
sisted they owed nothing, and we felt it was $141,000, we felt $125,000 
was very good. 

Mr. Kennepy. Mr. Petzer recommended a settlement of around 
$93,000. 

Mr. Baupringe. Yes; he did. We didn’t think that was enough. 

Mr. Cuetr. Mr. Ramsay. 

Mr. Ramsay. With regard to the Dallas, Tex., company that went 
broke, what does your file reflect as to the date when the overpayment 
was made ¢ 

Mr. Barprivce. It was referred to us by the Army on September 30, 
1948, 

Mr. Rogers. At the time of the referral, does your file reflect any 
condition of the assets of the company at that time? 

Mr. Bavpriver. I cannot answer that at this moment. 

Mr. Rogers. When does your file reflect that the company went 
broke ? 

Mr. Batpriner. I don’t believe I have that information readily 
available. This is an active case and we are only prepared to give 
status reports on the active cases. This I understand is our arrange- 
ment with the committee. 

Mr. Rogers. Then you are unable to tell what assets the company 

may have had at the time, so that you might have moved in to help 
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protect them in the same manner as you did in Detroit where you had 
the Veterans’ Administration case? 

Mr. Bauprivce. I mentioned earlier that we had a tax-renegotia- 
tion matter up which reduced the judgment in the sum of $114 million 
and we had been unable to collect that so it would not do much good 
to reduce this thing to judgment, even though we decided it was a 
proper claim upon which to file suit, because with assets of $329 and 
a judgment against them of $1,500,000, the chances of collecting would 
be pretty slim. 

I believe I can answer your question now, Mr. Congressman: The 
file discloses that all of the remaining assets of the company were 
turned over to the collector of internal revenue in 1945, 3 years before 
the referral over to us of this particular claim involving an alleged 
double payment by the Army. 

Mr. Rogers. Then from 1945 until this claim was referred to you 
in 1948, the collector of internal revenue had a lien on all of the 
assets as a result of claims that he had filed under the Renegotiation 
Act? 

Mr. Batpringe. Well, I would assume so. I would not want to 
answer that definitely. 

Mr. Rogers. When the claim was received by. you the company was 
bankrupt ? 

Mr. Bavpripner. Yes. The file indicates that the assets were all in 
the hands of the collector of internal revenue. 

Mr. Rogers. And at that time? 

Mr. Baupriner. That is in 1945. What the situation was in 1948 at 
the time of the referral, I do not know. 

Mr. Rogers. That is all I have. 

Mr. Cuetr. Mr. Keating. 

Mr. Keating. Mr. Baldridge, fraud involves either the active mis- 
representation of some individual in a company, or the withholding of 
essential information—something actively done by someone connected 
with the contractor, 

Under the Contract Settlement Act in these cases of fraud would 
you not also have actions against the individuals involved, occasion- 
ally, as well as the company ? 

Mr. Mortson. We sue the companies and the individuals in the 
same lawsuits. 

Mr. Keartne. Have all the individuals in connection with this 
Texas company also gone broke? 

Mr. Mortson. That is a matter that we have presently under 
investigation. We think we have located some assets of one member 
of the family. However, this Texas case is not a fraud case. 

Mr. Keating. The Guigerson Diesel Engine Co. is not a fraud 
case ¢ 

Mr. Batprince. No; it is not. 

Mr. Keratrna. In that case, is there a possible personal liability on 
some individuals? 

Mr. Bavpriver. Insofar as the tax-renegotiation liability is con- 
cerned, which is a case separate from the one that we have been dis- 
cussing here, we hope to prevail on some legal theory in getting at 
assets of persons who are connected in one way or another with the 
company. 

I do not like to go into the details. 
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*Mr. Kearine. I do not want to ask you any questions which will 
prejudice pending actions and I want you to feel free to inform me 
if any questions do infringe on what you think should not be brought 
out in a public hearing. 

Mr. Batpriper. I want to be as helpful as I can. 

Mr. Keating. Do you envision the type of cases referred to you by 
the General Accounting Office, which we have spoken of as fraud 
cases, in a different manner from the way they have been described 
to us by representatives, today, of the General Accounting Office, in 
saying that each and every one of them has been investigated and they 
certify that in their opinion fraud is present in them! Do you feel 
they have sent you everything that comes to their attention and they 
have done no screening in their own shop before it comes to you ¢ 

Mr. Batpriwce. I do not know what screening is done over there. 
I do know that there are items they send over to us that we feel we 
could not make stand up if the case went to trial. 

Mr. Kratine. If there is any doubt about it, do you give the bene- 
fit of the doubt to the Government or the contractor? 

Mr. Barprince. I give the benefit of the doubt to the Government. 

Mr. Keatine. You do start suits if you think you have a fair chance 
of success. 

Mr. Baprivee. That is correct. We winsome and we lose some. 

Mr. Kratine. How many do you win and how many do you lose, 
proportionately ? 

Mr. Batprinee. Well, I don’t have any accurate statistics on that 
atthemoment. We win our share of them. 

Mr. Keatine. Do you furnish statistics of that kind to the Attorney 
General from time to time? 

Mr. Batpriper. Do you say do we? 

Mr. Keattna. Do you in your Division? 

Mr. Bacprince. They are not quite in that form. We furnish 
periodic statistics of a number of cases that are disposed of. Some 
of them may be disposed of by actual trial and others by settlement, 
and others by deeming that there is no case there and the file is closed. 

Mr. Krartne. Can you give us any claims among the $21 million 
turned over by GAO that have been carried to final judgment ? 

Mr. Bawpriner. I would have to have a list of the cases to which 
the $21 million apply. 

Mr. Keating. You do not have that ? 

Mr. Baupriper. No; I did not get that. Nor did I hear the testi- 
mony this morning. I was not here. 

Mr. Keratine. Do you feel in the Michigan School of Trades cases 
that you collected about all the Government had coming to it? 

Mr. Baupriper. Yes, sir; I do. 

Mr. Keratina. In other words, the $125,000 is approximately just 
what these people owed the Government ? 

Mr. Bauprince. We figure the most we could hope to recover if the 
case went to trial is $141,000. 

Mr. Keatrna. Do you feel that Mr. Fitzgerald earned $5,000 and 
Mr. Clifford’s firm $25,000, and another firm another $25,000 for their 
work in those cases in getting the claim reduced in that way ? 

Mr. Barprier. I know nothing about those arrangements, Your 
Honor. Naturally we do not know what defense counsel are paid in 
Government cases. 
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Mr. Keatine. You do not know / 

Mr. Bauprince. No, sir; I do not. 

Mr. Kearine. There has been testimony to the effect that some 
$60,000 or $65,000 was paid in legal fees in that case, and in your 

judgment the most they could possibly have saved the defendant was 
con $16,000, is that correct ? 

Mr. Baprince. W ell, I say the most we could have hoped to get a 
court to go along with us on was $141,000. That was our maximum 
position, ‘based on analysis of the evidence. 

The defendants insisted they owed us nothing. We settled for 
$125,000, which I think is a fair settlement. 

Mr. Keatrne. You feel you got the best of the bargain on that, in 
your association with these lawy ers? 

Mr. Mortson. Yes, indeed. 

Mr. Keattne. That is all I have. 

Mr. Cuetr. The chairman was impressed by one of the statements 
of one of the members of the General Accounting Office, where he 
stated that, in the preliminary investigation of this particular case 
upon which you have just been commenting, out of a study of some 
40 students listed in this particular school they found there were 
about 30 of that number, of 40, who were nonattendants and who had 
no claim whatsoever. That struck me as being pretty strong proof 
of fraud, in my estimation. I could not help but react to that; that 
certainly, as I see it, the General Accounting Office made a very 
thorough, a very careful and painstaking investigation before they 
refer it to the Department of Justice. 

Be that as it may, I am sure the committee will take under serious 
advisement your suggestion that we go into a huddle with the VA 
auditors. 

Mr. Bawpriner. I trust you will, Mr. Chairman, because I think 
before the negotiations resulting in the final settlement were con- 
cluded, the GAO representatives admitted that the records were not 
sufficient to determine just what the absences were, just what per 
centage of the totul time was represented by absences. 

Mr. Cuxtr. Do you not think that if that particular thought in that 
particular line were pursued further it might be a better case upon 
which the Justice Department could hang its hat, so to speak / 

Mr. Bavprivce. Well, we have a practic cal problem. There are about 
1,600 students and the courts are busy. We have 75,000 to 85,000 
cases. With that kind of a caseload, we would have had to call 1,600 
students and ask them to recollect from memory what dates they were 
absent and for how long and as a practical matter you just don’t try a 

case that way. There was some recovery on that anyhow for over- 
payment—that is, absenteeism—in the $125,000 settlement. 

Mr. Cuetr. Mr. Mitchell. 

Mr. MircHext. I have two questions that occur to me.* Actually 
the Government had nothing to gain by settling that case since there 
was $190,000 owing by the Government to the claimant. 

Mr. Baupriwer. If we could not prove the overpayment, we were not 
entitled to it even though we were holding it. 

Mr. Mircnetn. You could have sat on it for 5 years and not lost 
anything; is that right ? 
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Mr. Bauprinee. I suppose you could say that, but we try to be fair 
with people who are involved with the lawsuits on the other side. We 
fight our cases hard, but we try to be fair about it. 

Mr. Mircue... | agree with you, but actually this case was brought 
to a conclusion apparently as a result of aggressive action by those on 
the outside. The Willys-Overland case is also over $1 million. Both 
those cases started at about the same time and the Willys-Overland 
case is not settled yet. 

I am trying to bring some comparison between the two when espe- 
cially within the one there was a $190,000 credit and letting the man 
make his claim, he would get $40,000. 

Mr. Bauoriver. I could answer that but I am afraid it would 
prejudice our case if 1 did. There has been a definite reason for the 
delay, there. I would be glad to discuss it with you off the record, 
but I am afraid if I made a public statement on it it would prejudice 
our case. 

Mr. Mircue... Then we will have it that way. I appreciate your 
position. I can also say that I can readily understand that there could 
be an explanation for it. We will discuss it later on. 

Mr. Keating. I would like to ask one more question. 

Mr. Cuetr. Mr. Keating. 

Mr. Keatine. You recall the settlement of that case for $125,000, 
do yout Do you recall the fact that you did approve that settlement ¢ 

Mr. Bauprivge. Yes. 

Mr. Kearine. That is one that sticks in your mind ? 

Mr. Bauprinere. Yes. Let me say that the system we follow in the 
Claims Division is this: I never negotiate a settlement, any settlement. 
I do not have that kind of time. Cases are settled and negotiated at 
the section chief and staff level with attorneys from the other side and 
with the representatives of the referring agency—in this case the Vet- 
erans’ Administration—both their accountants as well as their at- 
torneys are present during the period of negotiation. 

A case comes to my desk with the recommendation as to whether 
it shall be settled and for what amount, and there is a full and complete 
discussion of the facts and the applicable law and our chances of 
failing in the event of a trial. And on the basis of that recommenda- 
tion I either approve or disapprove the settlement. 

When it leaves my desk, if it is above a certain amount—in this 
case it was—it then goes to the Attorney General, who in turn either 
approve or disapproves whatever recommendation the Assistant At- 
torney General makes. 

Mr. Keatine. This amount was sufficient also to go to the attention 
of the Attorney General ? 

Mr. Bauprince. That is correct. 

Mr. Keating. What is the border line on that? 

Mr. Baupringe. $10,000. 

Mr. Keating. Did you form your opinion in approving the settle- 
ment solely upon the basis of the document in front of you? 

Mr. Barprwer. I had the full file. The full file is always trans- 
mitted with the settlement memorandum. 

Mr. Keatine. Did you discuss the settlement with anyone orally? 
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Mr. Batprince. I think I discussed it with my first assistant, who 
had also gone over the file as well as the proposed settlement mem- 
orandum. 

Mr. Keatine. Who was that? 

Mr. Batprinee. Browning. 

Mr. Keatine. Did you discuss it with any of the counsel for the 
claimant ? 

Mr. Bauprivge. No, I did not. 

Mr. Kearinc. Do you know whether Mr. Browning did? 

Mr. Bauprivce. No, I do not. 

Mr. Kearine. Did you know when you approved that, that the 
Government was holding $190,000 belonging to the claimant? 

Mr. Batpriwee. I knew that there was some withholding but as 
to the exact amount I do not know whether I was familiar with that 
or not. 

Mr. Kearine. Did you recall the difference of about $65,000 be- 
tween the two figures ? 

Mr. Bauprinee. No. 

Mr. Keratinc. You did not have the significance of that figure of 
$65,000 in any way brought to your attention ? 

Mr. Batprincr. No, I did not. 

Mr. Cuerr. Mr. Rogers. 

Mr. Rocers. With reference to the questions dealing with attor- 
neys, there was some testimony here this morning that there was 
payable a $5,000 fee. Mr. Keating made reference to that, as to others. 

In this settlement, would you ascertain how much the Veterans’ 
Administration and others paid them in connection with attorneys’ 
fees that were reimbursed to this school ? 

Mr. Bauprinvce. I do not quite get the question. I am sorry. 

Mr. Rogers. I will put it this way: Are you familiar with the files 
to the extent that you knew the claim that was made by General Ac- 
counting Office, that payments had been unlawfully made to this 
school, as it deals with attorneys’ fees ? 

Mr. Barprince. Our files, of course, never disclose anything con- 
cerning attorneys’ fees. We never ask an attorney how much he gets 
for representing a client and we have no way of knowing. 

Mr. Rogers. It was brought dut here this morning by the General 
Accounting Office that a $5,000 fee was paid to some attorney here in 
Washington or in Detroit in connection with a suit that had been 
filed against the Government on the interpretation of some of the 
Veterans’ Administration rules and regulations. 

Mr. Batpriner. That I knew nothing about. 

Mr. Rocers. The testimony further was that that $5,000 fee, under 
the contract with the Government, had been paid by the Government 
and that that was illegal and unlawful. Now, did you, in the exam- 
ination of the facts in this case, ever come across that $5,000 4 

Mr. Bavpriner. I do not recall it. I do not know that of my own 
knowledge, but my colleague has given me some information on it that 
I could pass along to you second hand. 

Mr. Rogers. What is the second-hand information ? 

Mr. Bavporiner. The contract between the Veterans’ Administration 
and the schools is based on certain cost figures. Whatever the costs 
were for the base period, that is what it was. If it included legal fees, 
this, that, or the other, that is still what the costs were. 
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Mr. Rocers. In the legal fees that the witness testified to here this 
morning, that he had paid various parties in an attempt to get this 
settlement, you do not know whether that is included in any cost ¢ 

Mr. Bavprivce. That has nothing to do with the determination of the 
base rate or anything else. We never know what an attorney repre- 
senting a defendant in a Government law suit is paid and it is not 
proper for us to know. It is none of our affair. 

Mr. Rogers. I wanted to determine whether or not the Government 
paid any part of the $65 thousand. 

Mr. Batpripcr. No, indeed. 

Mr. Cuetr. Are there any further questions, Mr. Mitchell? 

Mr. Mircuety. I have no further questions, Mr. Chairman. 

Mr. Cuetr. Mr. Kennedy. 

Mr. Kennepy. Did it ever oecur to you to disqui alify yourself in this 
case because of your friendship with Attorney Clark Clifford / 

Mr. Baxpriper. No, indeed. As I say, I have known Mr. Clifford 
for about 2 years. If I disqualified myself in every case in which I 
happen to have an acquaintance in the form of any attorney on the 
outside, I would be disqualified in quite a few cases, 

Mr. Kennepy, Have you ever heard it rumored or seen it reported 
in the press that Mr. Clifford had a good deal to do with sponsoring 
you in your present position ? 

Mr. Batprwer. I understood the press carried a story to that effect. 

Mr. Kennepy. Have you ever heard such a rumor or story before / 

Mr. Batprwwce. Well, I could tell you the facts, if you are inter 
ested in that. 

Mr. Kennepy. Well, is there any truth in it? 

Mr. Batpriwer. Mr. Clifford, along with about 15 other people, 
recommended me for a vacancy as Assistant Attorney General in 
Charge of the Antitrust Division. I did not get that vacancy. At 
a later date the Attorney General appointed me as Assistant Attorney 
General in Charge of Claims. 

Mr. Kennepy. And at the time you approved that settlement you 
were aware Mr. Clifford had been previously active in supporting vou 
for promotion in that department ? 

Mr. Bavpriper. I do not know how active he had been. I know 
that 10 or 15 people recommended me to the Attorney General. How 
active any of them were I do not know. 

Mr. Kennepy. Mr. Clifford was one of those people ? 

Mr. Batprincr. He was one of those 15; that is right. 

Mr. Kennepy. But still you did not feel that there was any sense 
in your disqualifying yourself in that case? 

Mr. Batprwee. I think I testified earlier this afternoon that I have 
never discussed this case with Mr. Clifford at any time. 

Mr. Kennepy. I accept that, sir, but it is true that you had this 
friendship and that there was some sponsorship of you in the De- 
pees by Mr. Clifford and he appeared on the other side of this 

‘ase. But still at the time, you testify now, it never occurred to you 
to disqualify yourself. 

Mr. Baprinee. Certainly not. I never discussed the case with 
him. 

Mr. Kennepy. I have no further questions. 

Mr. Cue.r. Thank you very much, gentlemen. 

The next witness will be James McInerney. 
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General, do you solemnly swear the statement you are about to 
make on this occasion will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. McInerney. I do, sir. 


TESTIMONY OF JAMES M. McINERNEY, ASSISTANT ATTORNEY 
GENERAL IN CHARGE OF CRIMINAL DIVISION, DEPARTMENT 
OF JUSTICE—Resumed 


Mr. Kennepy. Will you state your name and address and position 
in the Department of Justice? 

Mr. McInerney. James M. McInerney, 3200 Sixteenth Street NW.. 
Washington, D. C. I am Assistant Attorney General in Charge of 
the Criminal Division. 

Mr. Kennepy. Mr. McInerney, we will be very brief with you this 
afternoon. The committee is interested in only one case, I believe, 
in your department. That is known as the Technical Manuals case. 

Do you recognize it, sir? 

Mr. McInerney. Yes, sir. 

Mr. Kennepy. Is it true, sir, that that case is before a grand jury 
in Brooklyn? 

Mr. McInerney. Yes, sir. 

Mr. Kennepy. And evidence is now being presented ? 

Mr. McInerney. Yes, sir. 

Mr. Kennepy. Under those circumstances, Mr. McInerney, the 
committee wishes to inform you that it does not desire by any of its 
questions, directly or indirectly, to secure from you any testimony that 
might be prejudicial to the prosecution of that case. We are only 
interested, you might say, in the chronology. 

Can you tell me, sir, when that case was referred to the Depart 
ment of Justice? 

Mr. McInerney. I believe in 1948, sir. 

Mr. Kennepy. Does the date May 12, 1948, sound correct ? 

Mr. McInerney. Yes, sir. 

Mr. Kennepy. When was its receipt acknowledged by the Depart 
ment of Justice to the General Accounting Office ? 

Mr. McInerney. I don’t know that, sir. 

Mr. Kennepy. When was the presentation to the grand jury ? 

Mr. McInerney. Last month, sir. 

Mr. Kennepy. When last month, sir? 

Mr. McInerney. I believe May 20. The attorneys assigned to the 

case have been up in the eastern district of New York since November 
1951 preparing for the grand jury and interviewing witnesses. 

Mr. Kennepy. And between May 12, 1948, and November 1951 what 
activity in this particular case, in a general way, was going on in the 
Department ? 

Mr. McInerney. It was under FBI investigation. I believe it was 
submitted for FBI investigation in August 1948. Interim reports 
were received from the FBI in the following 2 years. 

I believe in August 1950 a summary report was submitted by the 
FBI on the case. 

Mr. Kennepy. That is all I have, Mr. Chairman. 

Mr. Cuetr. Are there any questions ? 

Thank you very much, Mr. McInerney. 
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Mr. McInerney. I may add, the summary report did not complete 
the investigation of the case. It required supplemental investigation. 

Mr. Cuet¥F. Thank you very much, General. 

That seems to be all the witnesses we have today. 

Are there any further questions, Mr. Kennedy ? 

Mr. Kennepy. I have no further questions. 

Mr. Cuetr. We will adjourn for the afternoon, subject to the call of 
the chairman. 

(Whereupon, at 4:30 p. m., the subcommittee adjourned, subject 
to the call of the chairman.) 











INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


MONDAY, JUNE 23, 1952 


House or Representatives, 
SprectaL CoMMITTEE TO INVESTIGATE THE 
DEPARTMENT OF JUSTICE, OF THE 
CoMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:35 a. m., in room 
346, House Office Building, Hon. Frank L. Chelf (chairman of the 
subcommittee) presiding. 

Present: Messrs. Chelf, Ramsay, Keating, and Hillings. 

Also present: Stephen A. Mitchell, chief counsel; Daniel G. Ken- 
nedy, associate counsel; Robert A. Collier, assistant counsel and chief 
investigator to the subcommittee. 

Mr. Cuetr. The committee will come to order. 

Counsel may proceed. 

Mr. Mircuei. Mr. Chairman, I think it would be proper to read 
this opening statement. 

The subcommittee accepted a complaint that the Antitrust Division 
of the Department of Justice did not make a thorough investigation 
into the charges that the major liquor distillers had violated the 
antitrust laws. 

The specific complaint is that the Department of Justice should 
have made a searching investigation of the liquor industry in 1948 
and 1949, and that the “survey” of the industry made in 1949 was 
superficial. The so-called 1949 “survey” was restricted to a review of 
an investigation made in 1944 and additional information gathered 
from “sources within the Government.” 

The evidence will show this survey to have resulted from persistent 
recommendation by certain Justice employees that a full investigation 
be made, and by a report made to antitrust officials in early 1949 of a 
rumor that 1948 political contributions by the Big Four were claimed 
to be a bar to an anti-trust suit. 

The subcommittee requested an explanation and statement of facts 
from the Antitrust Division of the Department of Justice and received 
from the Antitrust Division on May 13, 1952 a written statement. 

The Department advised the subcommittee that it made a grand 
jury investigation of the liquor industry through a grand jury con- 
vened in the District of Columbia in 1943. The Department’s state- 
ment says: 

Subpenas were served on the four largest distilling companies, namely, Schen- 
ley, Seagram, National, and Hiram Walker, and subsequently upon a number 
of smaller independent distillers, calling for the production of documents con- 
cerning liquor stocks, acquisitions, assets, sales, prices, marketing policies, and 
banking affiliations. 
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Representatives of the Department conducted extensive file searches in the 
offices of some of the companies under subpenas, to assist such companies in 
conipliance with the subpenas. In addition to serving subpenas, questionnaires 
were sent to numerous rectifiers and bottlers of spirits, small distillers, and 
others requesting information pertinent to the investigation. 

Information also was obtained from a number of Government agencies in con- 
nection with the distilled spirits industry, as well as from certain banking cor- 
porations. 

At the conclusion of the extensive grand jury investigation in 1943 and 1944, 
the staff assigned to the investigation concluded: (1) That there was no evidence 
of common ownership or control in the industry; (2) that the acquisitions of the 
Big Four were not made pursuant to any conspiracy; (3) that the distillers had 
no common connections with banking interests; and (4) that there was no col 
lusion among the major distillers with respect to marketing and distribution 
practices. However, the staff found that there was a high degree of concentra 
tion in the hands of the Big Four and that competition in the industry as be- 
tween the Big Four and the independents had been steadily lessening. 

Upon the basis of the facts outlined in the paragraph above, the investigation 
was officially closed in late 1944. However, the subject remained open in the 
sense that the staff felt that in the postwar period, with the removal of govern 
mental wartime regulations in the liquor industry, evidence might subsequently 
be found of collusion or conspiracy among the Big Four or that one of the Big 
Four would emerge as the leader to such an extent as to require a further ex- 
amination of the developing facts. 


I continue to read from that report, the statement to the committee 
from the Department : 


Upon the termination of the grand jury investigation in 1944, one fact was cleat 
and that was that there was a high degree of concentration in this industry, even 
though there was a lack of evidence of conspiracy among the major liquor com- 
panies. In the light of this fact, it was determined that the Antitrust Division 
would maintain an active watch over the industry in the belief that, upon the 
end of wartime restrictions upon the manufacture of distilled spirits, any inten- 
tion by members of the Big Four to monopolize would soon appear. Although 
the war ended in the last part of 1945, allocation of grain for the production of 
spirits was under Government regulation well into 1948 because of the demands 
for grain in the devastated areas of Europe. It was not until 1949 that this in- 
dustry was entirely free of Government restrictions on production. 

3y 1949 no evidence had come to the Department’s attention that any one of 
the Big Four had reached such a position of dominance as to be able to direct 
the course of action of the other major distillers in the industry. Furthermore, 
the Division had received no complaints of monopoly or conspiracy during the 5- 
year postwar period. In order to reevaluate conditions, as this industry was now 
free from emergency regulations, a completely new staff was appointed in the 
spring of 1949 to reappraise the 1943-44 grand jury investigation in the liquor 
industry. At the same time the staff was directed to conduct a complete survey 
of the industry from every available source within the Government and to 
determine if a field investigation of the industry was justified. 

In the spring of 1949 the staff began the reexamination and reevaluation of 
the prior grand-jury evidence and the collection and compilation of information 
from the Federal Trade Commission, Securities and Exchange Commission, 
Treasury Department, Department of Agriculture, and other Government agen 
cies. This examination was completed by September of 1949, and the staff 
prepared a detailed and comprehensive summary of its findings. The conclu- 
sions reached by this staff were almost identical to those reached in the 1944 
investigation. The staff found that all phases of the liquor industry were 
heavily concentrated in the hands of four major companies, that there was a 
total absence of evidence of conspiracy or collusion among these companies, 
that there had been no significant complaints from independent distillers in 
the industry, and that in fact there were certain indications of competition among 
the Big Four themselves in the acquisition of properties and in distribution 
policies. Furthermore, Publicker, a relatively insignificant distiller, was able 
to take the leadershp in production of whisky away from the Big Four during 
the years 1945 and 1946. 

The staff suggested several courses of action for consideration by the Divi- 
sion. One was to suspend the matter in view of the fact that there was no 
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evidence to sustain a charge under the Sherman Act. The second course sug- 
gested for consideration was the possibility of a complaint against the major 
distillers charging an oligopoly, nonconspiratorial in nature but based upon a 
common course of action as had been previously suggested at the end of the 1944 
investigation. The third alternative was to initiate a limited FBI investigation 
by interviewing independent distillers in order to obtain evidences of an illegal 
conspiracy among the Big Four. 

In December 1949 a summary of the September 1949 memorandum was pre- 
pared together with a draft of a memorandum to the FBI for a limited inves- 
tigation if it were determined to initiate such an investigation. 

After discussion among the staff it was felt that the matter should not be 
closed because of the high degree of concentration found in the hands of the 
major distillers and because of the possibility that some evidence might at a 
future time be disclosed showing collusion or conspiracy. 

7 » * 7 > * * 
In the light of these considerations and the necessities of the antitrust program 
in other areas where substantive violations of the antitrust laws claimed the 
resources of the Antitrust Division, it was felt that the suggested field investi 
zation was not warranted on the basis of the facts. 

The suggested courses of action were not resolved, but the matter was left 
open to await developments in the industry or the development of an appropriate 
legal theory which would justify further action by the Antitrust Division. Since 
May of 1950 this matter has remained in an inactive status pending the receipt 
of complaints from independent distillers, evidence of conspiracy or collusion 
among the Big Four, or evidence of the dominance of one of the Big Four, 
sufficient to direct the course of the others along a common pattern in violation 
of the antitrust laws. 


That is the end of the quotation of excerpts from the memorandum 
of the Justice Department sent to this committee May 13. 

The Department of Justice also sent to this subcommittee a copy 
of the report of December 20, 1949, covering the so-called survey of 
the industry. 

The committee will note that this survey was limited to sources 
within the Government, which means that inquiries were made of 
other Government agencies and that no investigation was made in the 
field of the people and companies actually engaged in the industry. 

Accordingly, the summary merely reports that Publicker accounted 
for less than 3 percent of total whisky production before World War 
II, and in 1945 and 1946 resumed production of whisky rather than 
industrial alcohol and then states: 

In fiscal 1949, for some reason totally unknown to us now, Publicker practically 


dropped out of the whisky production picture, producing only some 2,000 tax 
gallons. 


I mention this item to illustrate that the persons making the survey 
felt themselves limited to such an extent that no inquiry was made 
outside of Government sources as to the reason why an important 
producer of whisky suddenly stopped production. 

The following excerpts are taken from this summary—that is, the 
summary of the 1949 investigation : 


The Big Four together own 48 out of a total of 130 plants, representing 36 
percent of the total production. Of more significance is the fact that the plants 
of the Big Four operate at a relatively high level of capacity, and the ratio of 
production to capacity for the Big Four amounts to 30 percent whereas the 
ratio for other distillers is between 18 and 21 percent. 

The concentration of all phases of the whisky business in the hands of the 
Big Four is apparent from the figures presented above. Because of the nature 
of this industry, it is impossible to say that one or several companies do a par- 
ticular share of the entire business; yet it is clear that the business is con- 
centrated in these four companies, whether production, stocks, withdrawals, 
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bottling, or capacities are considered, and this concentration has increased 
since the war. 
. > . . + 7 * 

The balance of the distilling industry consists of 63 independent distillers, 
each of whom operates but a single distilling plant, and 10 concerns or groups 
each of which operates more than one plant. Of these 63 plants, one had a 
production of distilled spirits in fiscal 1948 of 9.7 million gallons, and two others 
produced more than 5 million gallons. However, there were only five other 
plants producing more than a million gallons in 1948. The 63 plants produced 
a total of 43.8 million gallons of distilled spirits. This was only 15.3 percent 
of the maximum capacity of all of these plants. 

* * * + * . * 

State-owned package stores in the 17 monopoly States usually purchase whisky 
direct from distillers at the same price as a large wholesaler pays. In the open 
States the great majority of whisky is sold through nominally independent whole- 
salers. However, these wholesalers are often in effect controlled by the major 
distillers as to prices and policies through the distillers’ ability to grant or revoke 
the right to handle popular brands. Through fair trading, strongly supported 
by the major distillers, the wholesaler’s price is often controlled by the distiller. 

Some distillers sell through exclusive distributors, while other distillers sell 
without restriction to wholesalers who handle various lines. There are over 
1,500 wholesalers in the country, some of whom combine blending, bottling, and 
importing with strict wholesale functions. 

« ia . - 7 . * 

Whisky prices are generally rigid and, to the extent that brands can be com- 
pared, prices for comparable brands are close. Some evidence in our possession 
suggests various local price-fixing or price-stabilization schemes, but most of 
these seem to be engineered by local distributors or retailers rather than by 
distillers. We have insufficient information to know whether distillers’ prices 
are close enough to be suspicious. We have no information even suggesting price 
fixing by distillers. 

The distribution system in the whisky industry is very complex because of 
the presence of large numbers of wholesalers, retailers, importers, and other 
groups, because of the existence of almost innumerable national, regional, and 
local trade associations, and because of the multiplicity of State systems of 
regulations, controls, and taxes. 

During the war years National and Schenley purchased some wineries and 
wine properties in California, but Seagram and Hiram Walker appeared quite 
indifferent to the wine industry. The Big Four together accounted for about 
one-quarter of the wime industry during the war. Schenley has also acquired 
a major brewery, but is the only one of the four to display the slightest interest 
in beer. 

In the fall of 1948 and in the spring of 1944, the Division conducted a grand- 
jury investigation into the activities of the Big Four. Reasonably extensive file 
searches were undertaken in some of the companies to implement elaborate 
subpenas duces tecum. After an examination of all the material, the Division 
concluded that there was no common ownership or control of the industry shown ; 
that the acquisitions of the Big Four were not made pursuant to any conspiracy— 
in fact, some information indicated active competition to acquire particularly 
desirable plants; that no banks were involved in any conspiracy with the Big 
Four; that no conspiracy was shown involving any marketing practices of the 
Big Four; but that in the industry generally competition had been steadily 
lessening, and would probably continue to do so, leading to an industry where 
only very substantial aggregations of capital could compete. After extensive 
discussion and consideration, a complaint charging the Big Four with adopting 
a common policy of stifling competition by acquiring their competitors, with the 
intent of achieving a monopoly, was drafted but was never filed. That was in 
1944. Although the files are not revealing on this question, we gather that it 
was decided not to file this complaint because there was no adequate legal theory 
to support a case without evidence of a conspiracy among the Big Four. 


The summary of the 1949 survey also discussed the advisability of 
making a full-scale investigation, and a 16-page memorandum was 
prepared outlining the instructions that would go to the FBI in the 
event such an investigation was authorized. However, the summary 


y 
“ 
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said the following concerning the advisability of making such an in- 
vestigation : 

It may be that a full-scale investigation in this industry will bring to light 
evidences of conspiracy. If any such investigation is undertaken I do not be- 
lieve that we should approach the Big Four directly at this time; they have 
been so well educated by the numerous governmental investigations and the 
144 file searches that I believe the major distillers now have their files in re 
spectable condition. Contacting wholesalers, retailers, or their associations 
would not, in my opinion, be profitable at this time since they are so numerous and 
their interests primarily local. Independent bottlers and rectifiers should be 
contacted as part of any investigation, but I think such contacts would be more 
fruitful if we were better able to direct our inquiries along more specific lines 
than those we now can. 

Any investigation, in my opinion, should start with a broad and relatively 
general interview with the independent distillers (probably half or more of the 
73 of them—there are 38 now) in an attempt to ascertain whether they have 
any complaints against the major companies which would suggest antitrust 
violations. We cannot direct the FBI toward any specific practices, and an 
investigation would have to be requested in general terms covering the entire 
operation of the whole industry. I attach a Craft of part II of a memorandum 
to the FBI requesting such an investigation; I would propose that part I of the 
memorandum give essential background facts for the agents’ benefit, and that 
part III describe in detail the companies to be contacted. 

This type of investigation seems to me the enly practicable one at the present 
time. It would entail extensive work on both the FBI's part and our own, and 
it is impossible to predict whether it would be likely to result in the making of 
any major case. However, I think this is the only alternative to suspending the 
matter pending industry developments which would give us a more precise 
point-of-aim for antitrust investigation. 

Mr. Keartne. Mr. Mitchell, may I interrupt: Who is the “I” spoken 
of there ¢ 

Mr. Mircuett. It is written by a W. H. Kirkpatrick who is not 
with the Department of Justice now. Mr. Kirkpatrick prepared this 
under the direction of Mr. Edward Hodges, who was his superior 
officer. There were several who were part of that staff. 

Mr. Cuetr. You will bring that out later, will you not ? 

Mr. Mircuety. Yes. e 

Mr. Cuetr. Proceed. 

Mr. MitcuHe.ut. This is my own statement. 

The committee should also bear in mind that the proof will show 
that an investigation was made of the cooperage industry in 1946 and 
1947 by the Department. 

Complaints were made that the big distillers were attempting to con- 
trol whisky industry through their purchase of cooperage plants and 
stave mills. The investigation was supervised by Mr. Ernest Bran- 
ham. In the course of this investigation, the Department of Justice 
attempted to relieve the shortage of whisky barrels by urging the 
Alcohol Tax Unit to permit reuse of whisky barrels under certain 
limitations. However, upon a change of heads of the Antitrust Divi- 
sion in April 1947, the Dep: irtment of Justice changed its position and 
withdrew its request upon the Alcohol Tax Unit to change its regula- 
tions with respect to used cooperage. 

Mr. Keatine. Was that when Mr. Sonnett went ? 

Mr. MircHetu. Yes. 

Mr. Keratine. To replace whom? 

Mr. Mitcue.t. Wendell Berge. It is a part of the background and 
is not an important point here. 
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At the end of the investigation of the cooperage complaints, all 
those concerned agreed that’an antitrust suit based on cooperage com 
plaints alone should not be filed, but that the control of the cooperage 
industry by the large distillers was a part of the charges of domination 
of the liquor industry as a whole by the Big Four. 

The 1949 survey brought three alternative recommendations, one of 
these being that a limited investigation be made by the FBI. Appar 
ently there was no clear-cut decision on the matter, but the complaint 
is that a thorough investigation was required but not made, 

Acting on instruction of the subcommittee, the staff assigned three 
men ear ly in June to make direct inquiries in the field of persons in the 
liquor industry to determine whether a thorough investigation would 
be fruitful. This hurried and limited activity by the staff has de- 
veloped substantial evidence that will be presented by witnesses during 
these hearings. 

The staff has also investigated charges that have been made con 
cerning the possible connection between the 1949 investigation and 

political contributions by persons identified with the Big Four of the 
famaae industry and the investigation. 

In arranging the order of these heari ings, we have thought it advis- 
able to commence with a review of a number of charts and tabulations 
showing the relative position of the Big Four in the liquor industry 
and the position of the independent companies. 

These charts will also show in a number of instances the changes 
that have taken place in the industry between 1949 and the present 
time. ‘This may be helpful in getting a perspective of the industry and 
the charges of domination by the Big Four. 

Mr. Chairman, Mr. Collier will present that evidence with Mr. 
William Levin. 

Mr. Cuetr. Who is the first witness, gentlemen ? 

Mr. Mrrcneii. Mr. William Levin. 

Mr. Cuetr. Mr. Levin, do you solemnly swear the statements you 
are about to make on this occasion will be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Levin. I do. 


TESTIMONY OF WILLIAM LEVIN, CHIEF, FINANCIAL REPORTS 
DIVISION, FEDERAL TRADE COMMISSION 


Mr. Coturer. Will you state your full name and title? 

Mr. Levin. My name is William Levin. I am with the Federal 
Trade Commission. My title is Chief of the Financial Reports 
Division. 

Mr. Couurer. Will you repeat that louder? 

Mr. Levin. The name is William Levin. I am with the Federal 
Trade Commission. My title is Chief of the Financial Reports 
Division. 

Mr. Coruier. Chief of the Financial Reports Division. Through 
your cooperation, certain figures were obtained either by you, or 
through sources available to you, by this staff, and were prepared in 
charts, is that correct ? 

Mr. Levin. That is correct. 

Mr. Coturer. I might say, Mr. Chairman, that we compiled cer- 
tain figures relating both to the production of whisky and the various 
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steps through which whisky goes to the final destination of the con- 
sumer, and to the finances of the companies which that same whisky 
represents in dollars to those companies. 

In order to — ay these figures more vividly we have prepared 
them in chart form. 

The first chart which is No. 1 is entitled, “Production of Whisky by 
the Big Four Compared to the United States Total.” 

(Chart 1 referred to was marked “Exhibit No. 2” and received in 
evidence. ) 


PRODUCTION OF WHISKEY BY Ble el 


COMPAKED 70 US. TOTAL 
_ AT PREMISES OF BIG 4 


REST OF NOUSTRY 


1939 1949 1939 1949 


Source: Alcohol and Tobacco Tax Division, Bureau of Internal Revenue. 


This is taken from the Alcohol Tax Division of the Internal Reve- 
nue Bureau. It is based on the production of whisky by the Big 
Four - the premises of the Big Four. 

Mr. Levin, will you explain that chart to the committee? 

Mr. Levin. On the left you will see depicted the position of the 
Big Four in 1939 as compared with 1949 in terms of production of 
whisky at the premises of the distillers. In 1939, the Big Four 
produced 50 percent, whereas in 1949 the Big Four produced 70 per- 
cent. 

The residual, representing the rest of the industry, is on the right- 
hand side of the chart, and there you have the decrease from 50 
percent in 1939 to 30 percent in 1949 of the rest of the industry, 
exclusive of the Big Four. 

Mr. Cotirer. Mr. Chairman, may I state that we will go through 
these charts one at a time with Mr. Levin’s explanations and with 
your permission we will then go back over each chart and members 
who have any questions may at that time ask their questions. 

Mr. Cuetr. Very well. 

Mr. Cotuier. I want to emphasize also that the statement, “At the 
premises of the Big Four,” which will appear on the next four charts 
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is important for this reason: The figures relate to the production on 
stock withdrawals, the bottling also of the Big Four at their ow 
premises. 

We understand that additional stocks of whiskies are in the process 
of production or storage or bottling on the premises of the independ 
ents who comprise the rest of the industry in these charts, so actually 
these would be the minimum figures. These stocks are owned by the 
Big Four. They are under their control. They are not actually 
placed in the warehouses of the Big Four, or produced at the premises 
of the Big Four, because of the lack of capacity in years gone by and 
the lack of grain allocations and for other reasons. 

Mr. Levin, do you understand that to be true from your experience 
in examining this industry ¢ 

Mr. Levin. Yes, sir. 

Mr. Couturier. Let us turn to the next chart, please. 

This is chart No. 2 and is entitled “Stocks of Whisky of the Big 
Four Compared to the United States Total.” 

(Chart 2 referred to was marked “Exhibit No. 3” and received 
in evidence. ) 


STOCKS OF WHISKEY OF 816 


COMPARED 70 US. TOTAL 


AT PREMISES OF 
BIG 4 


1949 
2 


Source: Alcohol and Tobacco Tax Division, Bureau of Internal Revenue. 


This represents the Big Four portion at their own premises and 
does not concern those stocks on the premises of the independents. 

Mr. Levin, will you explain that chart? 

Mr. Levin. The stock of whisky of the Big Four at their premises 
was 52 percent in 1939, 70 percent in 1945, and 62 percent in 1949. 
The rest of the industry, of course, owned the stocks between the 
percentage given and 100 percent. 

Mr. Couurer. Will you take each one of those figures, 1939, 1945, 
and 1949, and give the percentages ? 
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Mr. Levin. The rest of the industry in 1939 had 48 percent, in 
1945, 30 percent, and in 1949, 38 percent. 

Mr. Couturier. The next chart. 

This is chart No. 3 and is entitled “Tax Paid Withdrawals of 
Whisky.” 

(Chart 3 referred to was marked “Exhibit No. 4” and received 
in evidence. ) 


TAX PAID WITHORAWALS OF WHISKEY 
AT PREMISES OF BIG 4 


REST OF REST OF 
BIG 4 INDUSTRY BIG 4 INDUSTRY 


{ Teta} 4 milhon tos gations } { Tote! 53 mittion tax gaiions } 
MAY '42-SEPT.'43 1949 


Source: Alcohol and Tobacco Tax Division, Bureau of Internal Revenue 


This is at the premises of the Big Four. This represents the whisky 
which is withdrawn from the warehouses, at which time the tax is 
actually paid by the company. 

Mr. Levin, will you explain that chart? 

Mr. Levin. The two pictures on the left represent the tax-paid 
withdrawals of whisky at the premises of the Big Four and for the 
remainder of the industry. The grand total of the two combined 
is 114 million tax gallons, of which the Big Four withdrew 53.4 percent 
as against 46.6 percent for the rest of the industry. 

The period given, May 1942 to September 1943, represents more 
than a full year and is the earliest period for which the Alcohol and 
Tobacco Tax Division of the Bureau of Internal Revenue is said to 
have any data. 

In 1949, of a grand total of 53 million tax gallons, the Big Four 
withdrew 75 percent, whereas the rest of the industry withdrew 25 
percent. 

In other words, from the 1942-43 period, to 1949, the withdrawals 
of the Big Four increased from 53.4 percent to 75 percent, whereas for 
the rest of the industry the withdrawals were 46.6 percent down to 
25 percent. 

Mr. Couuter. The next chart, please. 
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The next step is, of course, the bottling of whisky by the Big Four 
compared to United States total. This is chart No. 4 and is entitled 
“Bottling of Whisky by the Big Four Compared to United State: 
Total at the Premises of the Big Four.” 
(Chart 4 referred to was marked “Exhibit No. 5” and received in 


evidence, ) 


BOTTLING OF WHISKEY BY 8/6 
COMPARED TO MS. TOTAL 
AT PREMISES OF BIG 4 


¢ y ¢.. 
+O 42 
a 
ae 


REST OF REST OF 
BIG 4 INDUSTRY BIG 4 INDUSTRY 


{ Total. '77 million wine goitons } { Teta! 143 milion wine gotions | 


MAY '42 -SEPT.'43 1949 
4 


S Alcohol and Tobacco Tax Division, Bureau of Internal Revenue. 


Mr. Cotiter. Will you explain that chart, Mr. Levin? 

Mr. Levin. The periods covered were May 1942 to September 1943 
on the one hand and the year 1949 on the other. The chart shows an 
increase for the Big Four from 56.5 percent to 82.3 percent, whereas 
the rest of the industry decreased from 43.5 percent to ye percent. 

Mr. Couturier. Mr. Levin, do you have any information to indicaté 
which of the four charts that we have seen best represents the strength 
of the Big Four in the industry ¢ 

Mr. Levin. I have been given to understand that of the four charts 
] resented so far, this chart is the most significant. 

Mr. Couturier. The next chart, please. 

This is chart No. 5 and is entitled, “Increase in Whisky Blending, 
1936-51.” 

(Chart 5 referred to was marked “Exhibit No. 6” and received in 
evidence. ) 

These figures are given in millions of proof gallons and the period 

overed is 1936-51. 

Mr. Levin, will you explain that chart, please. 

Mr. Levin. There are two parts to this chart. The bottom portion 
of the chart represents the whisky withdrawn tax-paid, the top part 
represents spirits and alcohol added in rectification. The sum of the 
two represents the total whisky marketed. 
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- [WOREASE /W WHISKEY BLENDING 


i936 7 1951 MILLIONS OF 


MILLIONS OF 
PROOF GALLONS PROOF GALLONS 


150 ——$—$$ ————————,_ 150 


SPIRITS AND ALCONOL ADDED 
IN RECTIFICATION 


WHISKEY WITHDRAWN 
FAX-PAIO 


5 


Source: Alcohol and Tobacco Tax Division, Bureau of Intern Re 


The chart shows that por rea from 1936-51 the whisky withdrawn 
tax- paid remained at a relatively constant level, the increase in tli 
spirits and alcohol ad led j in rectifi ation was substantial. To be more 
spec ific , the figure s on the left, in 1936, re present 67 million proof gal- 
lons of whisky ee tax paid, and against 8 million proof gallons 
ot spirits and aleohol added in rectification. In 1951 on the other 
hand, the corresponding figures are 76 and 71. ‘To ree apitulate, the 
spirits and alcohol added in rectification increased from 
proof gallons in 1936 to a million proof gallons in 1951. 

Mr. Couurer. Now let’s go to the next chart. 

These two charts relate to each other. Kee p that other chart 
so we can see it at the bisa Chm 

This is chart No. 6 and is entitled “Proportion of Whisky Blended.” 

(Chart 6 referred to was marked “Exhibit No. 7” and was received 
in evidence. ) 

This is taken from the figures which are contained in chart 5. 

Will you explain that, Mr. Levin? 

Mr. Levin. The last figures which I have given you representing 
the position in 1951 are recapitulated here in chart 6, showing that 
the proportion of whisky blended in 1951, of the grand total of 
million proof gallons marketed, 108 million proof gallons represented 
blends, whereas 39 million proof gallons represents straight and 
bonded whisky. 

Of the total whisky marketed, 83 percent was marketed by the 

sig Four, leaving a residual of 17 percent for the rest of the industry. 
Of the total blends marketed, 84 percent were made by the Big Four 
as against 16 percent for the rest of the industry. 

We were unable to obtain the information diffe rentiating between 
the Big Four and the rest of the industry for the total straight and 
bonded whisky marketed. 
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PROPORTION OF WHISKEY BLENDED 


{ MILLIONS OF PROOF GALLONS )} 


I95! 





TOTAL 
TOTAL TOTAL STRAIGHT 
WHISKEY BLENDS AND BONDED 
MARKETED MARKETED WHISKEY 
MARKETED 





147 108 39 
6 


Source Alcohol and Tobacco Tax Division, Bureau of Internal Revenue. 


Mr. Cottier. To go back over those figures again, in 1936 there were 
8,000,000 proof gallons of spirits added to whisky to make up blends. 
In 1951 there were 71,000,000 proof gallons of spirits added to the 
whisky to make up blends. 

In 1951 there were 147,000,000 gallons of whisky marketed. That 
would include both spirits and whisky itself, and of that, 108,000,000 
were blends. Only 39,000,000 remained to go to the consumer in the 
form of straight whisky or bonded whisky. 

Of that blend figare, Big Four is m: keting in 1951, 84 percent of 
the blends. 

The next chart, please. 

The next chart is No. 7 and is entitled “Mortality of Independents.” 

(Chart 7 referred to was marked “Exhibit No. 8” and received in 
evidence. ) 

Now we will take up the part of the industry which historically has 
been independent of control by the Big Four. 

From 1940 to 1948 and from 1948 to 1952, there has been a decrease 
in the number of independents. 

Will you explain that, Mr. Levin? 

Mr. Levin. Actually the mortality represents the difference in the 
figures. That is, whereas in 1940 there were 70 distillers, there were 
64 distillers in 1948. The difference between the two represents a 
degree of mortality. 

In 1952, on the other hand, there were 38 distillers. This chart 
does not include companies that are not currently in production, and 
for the year 1952 that represents the first 9 months of fiscal year 1952, 
or the period from July 1, 1951, to March 31, 1952. 

Mr. Couuter. Is it true thet these figures therefore are based upon 
the distillers actually in operation or the distilleries actually in opera- 
tion during that period of time ? 


Mr. Levin. Yes, sir. 
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MORTALITY OF INDEPENDENTS 


—_—————- DISTILLERS ——_—_—_ 





Sources Aleohol and Tobacco Tax Division, Bureau of Internal Revenue 


Mr. Coturer. I would like to read into the record, Mr. Chairman, 
a letter di ited June 1, 1952, addressed to the Honorable Frank L. Chelf, 
chairman of the committee, from Dwight E. Avis, Deputy Commis- 
sioner ot the Aleohol Tobacco and Tax Division. Internal Revenue 
Bureau. I quote a part of that letter: 


According to the records of the Bureau, the number of industrialists—inter- 

preted as meaning the distilleries other than those owned by or affiliated with 

| the so-called Big Four distillers—which produced whisky in the United States 
| during each of the several specified years were as follows: 


The fiscal year 1940, 7 

The fiscal year 1942, 73 

The fiscal year 1944, no o whisky produced 
Fiscal year 1946, 8 

1948, 64 

1959, 41 

The period July 1, 1951, to March 381, 1952, 38. 

A compilation on the basis of distillers, companies—rather than distilleries 
plants, is unavailable. 

We will go to the next chart, please. 

This is another segment of the indus try representing the rectifiers 
and the coopers. Will you explain this chart, Mr. Levin? It is 
entitled: “Mortality of Independent Rectifiers and Coopers.” 

(Chart 8 referred to was marked “Exhibit No. 9” and received 
in evidence. ) 

Mr. Levin. Again, the mortality is actually the difference between 
the two sets of figures given. In 1940, there were 184 rectifiers. In 
1951, there were 91, less than half. 

In 1940 there were 14 coopers and in 1951 there were 4, less than 
one-third. 

Mr. Cotirer. May I explain, Mr. Chairman, that with regard to the 
rectifiers we will have testimony later to indicate that the small inde- 
pendents, who have heretofore depended upon these rectifiers to buy 
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MORTALST - OF ere 
a — 





Source: Alcohol and Tobacco Tax Division, Bureau of Internal Revenue. 


their bulk, are now forced into the case goods market because of the 
fact that the rectifiers have gone out of business. They then must 
compete with the sales organization of the Big Four. 

Likewise with the coopers, the testimony will show that many 
of the independents are today dependent upon the Big Four for 
their barrels. 

Also we will have testimony to show that, of the four coopers 
existing in 1951, only two were producing any proportionate amount 
of barrels for the industry. 

The next chart, please. 

Now we come to the financial figures. 

Chart No. 9 is entitled “Financial Records of the Big Four in 
Millions of Dollars,” and each of the Big Four will be taken up by 
Mr. Levin. 

(Chart 9 referred to was marked “Exhibit No. 10” and received 
in evidence. ) 

Mr. Levin. The Big Four are Schenley, National Products, Sea- 

gram, and Hiram Walker. 

The figures given here are for four elements: Total assets, inven- 
tories, net sales, and net profit before taxes for each of 3 years, 1939, 
1948, 1951, with the absolute change from 1939 to 1951. Taking 
total assets and comparing 1939 with 1951, Schenley shows an in- 
crease of $85 million to $438 million, whereas National increased from 
$74 million to $388 million. 

Seagram, on the other hand, increased from $77 million to $447 
million, the former figure being in Canadian dollars; and Hiram 
Walker increased from $59 million to $190 million, again the former 
figure being in Canadian dollars. No attempt was made to convert 
the Canadian dollars into. equivalent United States dollars. 





| 


— SC 








\ 
INVESTIGATION OF THE DEPARTMENT OF JUSTICE 349 


FINANCIAL RECORDS OF THE 8/6 


( IN MILLIONS OF DOLLARS ) 











SCHENLEY “NATIONAL PRODUCTS 
1939 | 1948 (95! | 1939- 1951 $939 1948 I95/ 1939- (95! 


reose Wet increase 
+ 


Total Assets 85 342 438 353 Total Assets 74 215 388 314 
Inventories 45/193 258 213 116 185 153 
Net Sales 74 460 45! 377 59 352 467 408 


Net Profit 5 50, 40 35 8 44 49 41 
Before Taxes 









Inventories 












Net Scles 










Net Profit 
Before Toxes 








SEAGRAM HIRAM WALKER 
(939) 1948 (951) S- ; 1939 | 1948 1951 


== + - 
> 


Total Assets 77) 346) 447 Total Assets 59°, 154) 190 


Inventories | a2" 209 247 inventories 28° 72° 100 
Net Sales 85° 738 786 Net Sales 68° 310° 328 


Net Profit | 9° 88| 97 Net Profit | 7 42) 44 
Before Taxes | Before Taxes 





9 *1N CANADIAN DOLLARS 


Source: Moody's Industrials. 


Similar increases occurred in the inventories, the net sales and the 
net profit before taxes. The net profit before taxes for Schenley 
was $5 million in 1939, and $40 million in 1951. That is an eight- 
fold increase. National, on the other hand, increased from $8 million 
in 1939 to $49 million in 1951, more than a sixfold increase. Seagram 
increased from $9 million to $97 million. I will not estimate the 
percentage increase since the former figure is in Canadian dollars 
and there may be some differences of opinion. The same for Hiram 
Walker, where the net profit before taxes increased from $7 million 
to $44 million. Again the former figure is in Canadian dollars. 

Mr. Conurer. Will you explain where those figures were obtained ? 

Mr. Levin. This was obtained from Moody's Industrials, a public 
source of information. 

Mr. Coturer. Let us take the next chart, please. 

The next chart also concerns the finances of the Big Four and is 
entitled “1951 Financial Comparisons in Millions of Dollars.” 

(Chart 10 referred to was marked “Exhibit No. 11” and received 
in evidence. ) 

Mr. Coturer. Will you please explain that, Mr. Levin? 

Mr. Levin. This was obtained both from Moody’s Industrials and 
from direct inquiry. The chart represents seven measures for seven 
elements of the profit and loss and balance sheet, one being sales, the 
other being net income before taxes, a third being net income after 
taxes, a fourth being inventories, a fifth being plant property and 
equipment, a sixth being total assets, and a seventh being net worth 
or stockholders’ equity, the two terms being used synonymously. 

Using these seven measures, the Big Four’s share in 1951 was 84 
percent of sales, 88 percent of net income before taxes, 89 percent of 
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/95/ FINANCIAL COMPARISONS — 


( IN MILLIONS OF DOLLARS } 
2.932 


Se 


2 BIG 4 


® REST OF INDUSTRY 





SALES MET INCOME NET INCOME WENTORIES PLANT, PROPERTY TOTAL 
BEFORE TAXES AFTER TAXES AMD EGUIPMENT §=«- ASSETS 
The Big Fours 


*"B4% 88% 89% 83% 86% 84% 


10 


Moody’s Industrials and direct inquiry. 


MET WORTH 
Stackrvctgers Bapathy 


87% 


net Income atter taxes, 83 percent of inventories, 86 percent of plant 


property ana equipment, s4 percent OF total assets, and S7 percent 


of net worth. 


Mr. Cotuier. Will you read the figures for the record, Mr. Levin? 


Mr. Levin. For the record, the sales of the Big I 
amounted to $2,032 million for the Big Four, as compared to $405 


million for the rest of the industry. 


‘our in 1951 


As to net income before taxes, the Big Four earned $230 million 


as compared with $380 million for the rest of the industry. 

As to net income after taxes, the Big Four had remaining $112 mil- 
lion as compared to $14 million for the rest of the industry. 

As to inventories, the Big Four had $789 million in inventories, as 
compared with $161 million for the rest of the industry. 


As to plant property and equipment, the Big Four 


owned $219 


million worth, whereas the rest of the industry owned $36 million 


worth. 


As to total assets, the Big Four had $1,464 million, as compared to 


$272 million for the rest of the industry. 
(As to net worth, the Big Four were worth $904 million 
to $136 million for the rest of the industry. 
Mr. Couturier. Will you put the charts back up, now. 
We will take each chart again in the same order. 
The committee may ask any questions of Mr. Levin. 
Mr. Cuevr. Mr. Ramsay, do you have any questions ? 
Mr. Ramsay. No. 
Mr. Cuetr. Mr. Keating? 
Mr. Kearine. No questions. 
Mr. Cueir. Mr. Hillings or Mr. Kennedy ? 
Mr. Hittines. No questions. 


as compared 
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Mr. Kennepy. No questions. 

Mr. Cuetr. That is all on that. 

Mr. Couurer. The second chart. 

Mr. Cuetr. Mr. Ramsay, do you have any questions / 

Mr. Ramsay. No. 

Mr. Cuetr. Mr. Keating? 

Mr. Keatina. What is the explanation of the draft, 1939, 1945, and 
1949, the percentage of the Big Four in that ? 

Mr. Levin. Perhaps it would be better to refe f to it as a change 


since it represents the data for only 3 years. The chart does not show 
the changes that have occurred from year to year. The stocks fluctu 
ate. The percentages fluctuate. Whether or not the change is signi 


ficant, I am unable to say. 

Mr. Cnetr. There are no further questions. 

Mr. Couturier. Exhibit No. 4 “Tax Paid Withdrawals of Whisky at 
the Premises of the Big Four.” 

Mr. Cuetr. There apparently are no questions. I believe that is 
explanatory in itself. 

Mr. Couuter. “Bottling of Whisky by the Big Four C ompared to 
United States Total,” exhibit No. 5. 

Mr. Keatrna. Mr. Levin, will you elaborate on your reasons for 
stating that this chart seems to be the most significant one? This shows 
a larger concentration in the Big Four than some of the other charts 
and I am interested in why you say that is the most significant chart. 

Mr. Levin. This chart represents what goes into the bottle, which 
is the final product. The preceding charts represent various aspects 
of the production, storage, and so on, of whisky. 

Mr. Keatinc. This represents then what might be called the con- 
sumption, the percentage of consumption of Big Four whiskies as 
against other whiskies ¢ 

Mr. Levin. Assuming all of it is sold at the same rate of speed ; yes 
sir. 

Mr. Krattna. Mr. Chairman, our colleague, Mr. Bryson, is in the 
room, and on this ce ct he has a deep interest, and I think we should 
give him the privilege of asking questions with regard to it if he would 
like to. 

Mr. Bryson. Thank you, Mr. Chairman. 

Mr. Cuetr. We welcome your attendance, Mr. Bryson, if you care 
to sit with us. 

Mr. Bryson. I am sorry but I have another committee meeting, Mr. 
Chairman. 

Mr. Kearine. I trust you will be back during the course of these 
hearings. 

Mr. Cuerr. Are there any other questions? 

Mr. Couuier. The next chart is exhibit 6, “Increase in Whisky 
Blending.” 

Mr. Cuetr. Mr. Ramsay, have you any questions on this particular 
chart? 

Mr. Ramsay. I believe you stated that the Big Four bought from the 
independents. Do they buy liquors from the independents to blend 
with other whiskies they produce ? 

Mr. Levin. I did not make such a statement, sir, but it is my under- 
standing that they do. I believe counsel made that statement. 
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Mr. Ramsay. Have you any figures as to how much they purchase 
from the independents? 

Mr. Levin. No, sir. I have no such data available. Such data in 
all probability could be obtained through further investigation. 

Mr. Ramsay. That is all. 

Mr. Cuetr. Mr. Keating. 

Mr. Krarinc. Not being a consumer of whisky myself, I am not 
sure what the answer to this is. I certainly cannot spe ak as an expert. 
Does this chart indicate the quality of whisky has deteriorated from 
1936 to date? 7 

Mr. Levin. It hink I could only answer that question asa consumer. 
It depends upon one’s evaluation of the term “deteriorated.” Shall 
we say that the chart shows that nore neutral spirits go into whisky 
today than heretofore ? 

Mr. Keavine. What are neutral spirits ? 

Mr. Levin. I don’t know why such a term was used since I cannot 
conceive of any spirits being neutral. I do not mean to be facetious 
but, as I understand it, it is raw alcohol. 

Mr. Cuexr. It is plain raw grain alcohol, isn’t it ? 

Mr. Ramsay. Bootleg whisky ? 

Mr. Levin. No, sir. 

Mr. Cuexr. In my estimation, it isn’t good moonshine whisky. 

Mr. Kratine. Do those come from Kentucky, those raw spirits? 

Mr. Cuexr. I will guarantee you that there is not a moonshiner in 
Kentucky who cannot outblend or outmix these so-called neutral 
spirits. It is a raw grain aleohol. That is all it is. 

Mr. Kearine. A blended whisky is normally not as desirable as a 
straight whisky and does not have the demand? I am just trying to 
become educated on this whisky. 

Mr. Cueir. As I understand it, being from Kentucky a bourbon 
whisky of course has to be 4 years = age. That isto say it must have 
been aged in a charred keg for at least a 4-year period under Govern- 
ment law. That is a straight his y that is bonded and gives the 
aroma and taste that makes up the bourbon whisky. 

Now through millions of dollars that have been spent by big com- 
panies they have advertised over a period of years that men of 
distinction with discriminating taste desire Joe Doke’s whisky, and 
in that concoction of so-called blended whisky there is 65 percent 
neutral spirits—which is pure grain raw alcohol—and 35 percent of 
bonded whisky in the mix. It actually is not a blended whisky; it is 
a blended alcohol. 

In many instances you can take 65 percent of your white grain 
neutral spirits and put it into a bottle. Then you take your 35 percent, 
this blending of this so-called blended whisky added to it, and you do 
not even get a color, Mr. Keating. It is a weak color and they have 
to add caramel or prune juice to give it the color. 

Now that is the Liter on it. Yet they have advertised it. It is a 
fraud on the American public; that is all it is. No wonder today 
they cannot sell a bonded whisky because they have been advertising 
this stuff, this stomach-flush—I would say actually it is nothing less 
than an ulcer agitator; and they say that Jesse James used to ride in 
the old days. He is riding again today and you meet him in these 
ads, in my opinion. 
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Mr. Keatine. Your opinion is that this blended whisky which you 
designate as a concoction is not as palatable as the straight whisky ? 

Mr. Cuextr. That is true; very true. 

Mr. Keatine. Why do they ever blend whisky ? 

Mr. Cuexr. Well, to begin with, I think that was encouraged actu- 
ally during the war when the stocks of whisky were at an all-time low 
ebb. 

In all good faith, I think the idea was to spread out the stocks of 
whisky at that time. For this reason, they were encouraged to add 
these so-called neutral spirits. 

As I say, due to the ads that they have had and the millions of 
dollars that the y have spent during the interim, there has been a taste 
more or less acquired by the drinking public. 

The fact remains that 65 percent is raw green alcohol mixed with 
35 percent of bonded whisky. 

Now, if you recall, on any label of any bottle of so-called blended 
whisky they never state the age of the neutral spirits. There is no 
law requiring that they state the age. It runs hot out of a worm of 
a distillery one mor ning and may be bottled the next morning and they 
are not required to give the age on it. But they go to great pains to 
give you the age of the whisky mixed in that blend: 

This whisky contains 35 percent of blended whiskies which are 4, 6, and 8 years 
old. 

But there is no law requiring them to set down the age of the so- 
called neutral spirits. 

Mr. Keartna. Are there some consumers who prefer blended 
whisky ? 

Mr. Cuerr. There may be. The time was, Mr. Keating, when the 
so-called blended whiskies sold at a very much lower price than 
bonded whisky, but I am reliably informed today that in many in 
stances and in many cases this so-called blend of raw alcohol with 
whisky that has to have caramel and prune juice to give it color brings 
as much on the market today as the regular full-flavored, full-bodied 
whisky with the aroma of the bourbon whisky which is aged 4 years 
in the keg. 

Mr. Kratinc. Now, can real bourbon whisky come from any area 
of the country except Kentucky? 

Mr. Cuexr. Yes; but we think we have the best because of the 
limestone water. 

Mr. Ramsay. That is not altogether true as to the blended whiskies. 

Is not the real old-time blended whisky really the finest whisky that 
there was, where whiskies of different ages were blended together ? 

Mr. Cuetr. That is a lost art. 

Mr. Ramsay. They still blend some of it’ yet. 

Mr. Kratine. Do any of the Big Four blend whiskies? 

Mr. Cuetr. Some of the independents do through necessity, but 
you can see it is 84 percent to 16 percent. 

Mr. Ramsay. You can take an 18-year-old and blend it with a 4 
and get a 6-year-old. 

Mr. Cuetr. Yes; but not with raw alcohol. 

Mr. Ramsay. No; it is pure whisky. 

Mr. Cuetr. I have always contended that 65 percent raw alcohol 
mixed with 35 percent whisky is not a blended whisky. It is a blended 
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alcohol. If you have 50 percent whisky and 49 percent alcohol, then 
it is a blended whisky. 

Mr. Kearine. I think there is some merit to that. Is there a 
difference in the taste / 

Mr. Curur. I am informed there is. 

Mr. Ramsay. In Kentucky you ought to be able to tell. 

Mr. Kearine., That completes Hhiy Interrogation. 


Mr. Cuenr. Proceed, Mr. Collier. 


Mr. Conuter. This chart does show one thing, that during the 
period 1936 to 1951 there has been a tremendous increase in the total 
of whisky marketed, an increase from 76,000,000 proof-gallons to 
147,000,000 proof-gallons. But in that some period of time, the pro- 


duction of whisky has remained fairly constant. In other words, it 
only changed a few million gallons. You can see the difference. 
Actually that is the purpose of the chart, to show that the production 
today is toward an increase in the distilling of whisky. 

Mr. Kearine. Today nearly one-half of the liquid which is called 
whisky and which is sold as whisky is these neutral spirits. 

Mr. Couurer. That is right. 

Now actually, of the blue part there, which is the whisky with- 
drawn, only a portion of that is added to all of the spirits. That 
makes your blends. The remaining portion which is 39,000,000 gallons 
then goes on the market as str aight or bonded. 

Phe next chart, exhibit No. 7. This covers the same eround. 

Mr. Cuetr. Does that little midget bottle over there represent 
the independents ¢ 

Mr. Contnirer. That is the total amount of straight and bonded 
Whisky that is marketed. Thirty-nine million gallons. 

Mr. Curtr. In comparison w ith the blended whis ky? 

Mr. Contuirr. Of 108,000,000; yes. The two smaller bottles together 
represent the bottle on the left. 

Mr. Cue.r. In comparison with the stomach alcohol rub that they 
are selling—internal, that is. 

Mr. Couturier. That is right. 

Mr. Keatrne. Is this whisky which is sold as straight whisky, here, 
bourbon and rye whisky ? 

There is a liquid known as Scotch whisky. Is that ever made in 
this country ¢ 

Mr. Cuetr. In many instances I think it is blended here, but my 
advice is that neutral spirits or so-called grain alcohol that is used in 
that must have an age. 

In the old country and in Scotland, I understand—I will not say 
this for the record as a certainty, but I am informed—that the grain 
spirits or neutral spirits that go into blending of Scotch whisky must 
at least be 3 years of age, whereas in this country it can be run out of 
the worm one morning and be used the following morning. 

Mr. Kratina. Do any of these companies, either the Big Four or 
the others, make a product and sell it as Scotch whisky in this country ¢ 

Mr. Cuetr. I do not know. 

Mr. Cotuier. I do not know, either. I understand that they import 
it. but probab ly do not make it. Bourbon is made out of corn grain 
and rye is made out of rye grain. 

Mr. Kratine. I understand. 

Mr. Coturer. Exhibit No. 8 is Mortality of Independents. 
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Mr. Cuetr. Does that 1952 represent 38 independent distilleries in 
the country still in operation ¢ 

Mr. Courier. That figure represents that during the period taken, 
which was the first 9 months of 1952, there were 38 independent dis- 
tillers in operation. 

Mr. CHELF. This thing is pretty close to me for the simple reason 
that 14 of that 38 are located in my congressional district. As my 
memory serves me, 23 of the 38 are located in the State of Kentucky, 
so we have a definite interest. ‘Twenty-three of that number of 38 
independent distilleries are located in the State of Kentucky, and 14 
of that number are located in my congressional district. 

The independents are becoming the last of the Mohicans. ‘There 
are not very many of them left. 

Mr. Kearine. Fourteen out of the 38 are in your congressional 
district ¢ 

Mr. Cuer. That isright. Twenty-three of the 38 would be roughly 
60 percent of the total indepe ndents of the United States located in 
Kentucky, and roughly 14 of the 23 are located in my congressional 
district, so approximately 60 percent of those 23 distilleries in 
Kentucky are located in my district. 

Mr. Keating. You have a deep and vital interest in this thing. 

Mr. CHELF. Definitely. They are being put out of business. 

Mr. Kerattne. Does this 38 include any distillers who are in any way 
connected with the Big Four ? 

Mr. Cotuier. No, sir. Those figures represent distilleries not con- 
nected with the Big Four. 

These distilleries, as we saw in the other charts, relating to produce - 
tion and so on, may sell part of their production or may have stocks in 
their warehouses which are owned or under the control of the Big 
Four. 

Mr. CHELF. [ understand that is true, Mr. Collier: that there are a 
vast number of barrels of whisky for which the Big Four do not have 
sufficient or adequate warehousing. ‘They farm those barrels out, so 
to spe ik, and rent areas of the warehouses of the little independents 
and pay them a rental of 25 cents per barrel for the storage of whisky 
in their warehouses 

That is the only way some of the independents are hanging on the 
ropes today, through the medium of that little income. 

Mr. KEATING. All of those 38 are legitimate business enterprises / 

Mr. Cottier. They are registered distilleries, 

Mr. Kerattna. There are others, I am informed, in certain States 
which oper: ite illegitimately. 

Mr. Cuetr. That is what I am told. 

Mr. Keatrne. Would there happen to be any of those in Kentucky? 

Mr. Cueir. No comment. 

Mr. Conrrer. The next chart is exhibit No. 9, Mortality of Indepen- 
dents as it relates to rectifiers and coopers. The rectifiers make the 
liquor, blends and other types, and the coopers make the barrels. 

Mr. Keatinea. The rectifiers make this material which our chair- 
man has been explaining? 

Mr. Coturer. That is a rectifier product. 

Mr. Cuetr. It is a mixture of the grain aleohol and pure whisky. 

Did I understand you to say a while ago, Mr. Collier, that the 
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figure for 1941 for the coopers has now decreased from four to two, 
active / 

Mr. Couuirr. Only two are making a proportionate share of the 
barrels. The other two companies do not make a large number of 
barrels. There are four companies in existence. 

This is exhibit No. 10, the financial records of each of the Big Four 
in millions of dollars—Schenley, National Products, Seagrams, and 
Hiram Walker. 

Mr. Cueir. There evidently are no questions. 

Mr. Cotuier. The next chart is exhibit No. 11, 1951 Financial Com 
parisons. 

Mr. Cuetr. There are no questions. 

Thank you very much, Mr. Collier. 

Mr. Couturier. I would like to ask the witness if there is any other in- 
formation he feels the committee should have. 

Mr. Levin. Not at the present time, Mr. Collier. 

Mr. Cotirer. Thank you. 

Mr. Huntington is next. 

Mr. Cuevr. Is Mr. — Huntington in the room, please? 

Mr. Berason. Mr. Chairman, before you hear Mr. Huntington, I 
would like to request a rmission to be heard. 

My name is Herbert Bergson. I was the Assistant Attorney Gen- 
eral in charge of the Antitrust Division during the time this inquiry 
was under way. 

I had intended to wait in presenting my request until after Mr. 
Branham testified, but it seems Mr. Branham is not going to be called 
this morning so I would like to present my statement at this time. 

Mr. Cuetr. You will be given an opportunity, Mr. Bergson, to be 
heard. Iam not going to interrupt the orderly procedure that counsel 
has arranged. 

There has been a day set aside, has there not, for the members of 
the Department to be heard, and for anyone who feels he would like 
to be heard? 

Mr. Bercson. Mr. Chairman, I am not presently a meniber of the 
Department of Justice. I have not been interviewed on this matter 
at all, although I am the man who probably knows the most about 
it. I have not been requested to appear before the committee or 
invited to appear before the committee. 

I was not requested to appear before the open session nor invited 
to appear before the executive session. I do not believe it is proper 
to have my testimony postponed until some time later in the week. I 
have too much in mind—the unfortunate incident that happened 
at this committee a week or so ago, when a letter was offered in evi- 
dence in the morning in time to get to the afternoon papers and the 
contents of which were repudiated in the afternoon, and at least 
the staff of this committee knew it was going to be repudiated in the 
afternoon. 

Mr. Cuetr. Were you here during that testimony? 

Were you in the room? 

Mr. Bercson. I was not in the room, but—— 

Mr. Cuetr. Are you of the opinion that the editorial that stated 
there were several hours allowed to elapse betwixt and between the 
testimony of the two gentlemen is correct, sir? That is incorrect, 





INVESTIGATION OF THE DEPARTMENT OF JUSTICE 357 


sir. It was not allowed to stand, and the witness who made the alle- 
gation was followed by another witness on the stand who promptly 
denied it. 

Mr. Berason. The evidence in the newspapers was quite to the 
contrary. I do not propose to be in that same position, Mr. Chair- 
man. It is quite evident to me that you have not wanted to hear my 
story. 

Mr. Cuetr. It is quite evident to me that you are going to be given an 
opportunity to be heard, but Iam not going to hear you at this moment. 
Is that clear? Iam not going to hear you now. We will, if the day 
permits, get you into the testimony somehow during the day, but I 
do not want, at this time, to disrupt the orderly procedure. If you 
want to be heard, it pleases me very much. You shall certainly be 
given an opportunity to be heard, but I do not think we are going to 
take the thing now out of the hands of counsel and disrupt the entire 
proceedings. If you will sit in the room, I say to you that you will 
be given an opportunity to be heard and you will be welcome to be 
heard. 

Mr. Brereson. If that is the case, and if I am given an opportunity 
to be heard before the noon recess, that will be satisfactory. 

Mr. Cuetr. I will not guarantee when you will be heard, but I will 
say we will do everything in our power to give you an opportunity 
to be heard and as soon as possible. 

Mr. Bereson. If I am not heard before the noon recess I have a 
prepared statement, Mr. Chairman, the contents of which I intend 
to testify to under oath, and I will give that statement to the press 
so that they won’t be caught in the same position they were caught 
before. 

Mr. Cuetr. That will be perfectly all right 

Mr. Mircuetn. I would like to say to the gentleman also that we are 
not attempting to hedge in the least. 

Mr. Brereson. It seems obvious, Mr. Mitchell. 

Mr. Mircuent. That is your conclusion and you are quite wrong 
about it. I shall be very glad to see you after these hearings are over 
this afternoon and be glad to talk to you and have you say anything you 
want to, and we will be very glad to hear you in the proper order. 

There is no attempt to embarrass you at all. I did not consider you 
to be a target in this thing. If you so caus yourself, we will be 
glad to have you. 

Mr. Bereson. I do not consider myself a target in any way. 

Mr. Cuetr. I do not know that the gentleman’s name has been men- 
tioned up to now, has it? 

Mr. Bercson. My name is Herbert A. Bergson. I was Assistant 
Attorney General in charge of the Antitrust Division from June—— 

Mr. Cue.r. Has your name publicly been brought into the hearings ? 

Mr. Bereson. It has not. 

Mr. Cuetr. Then what is the point of your being heard now? 

Mr. Bercson. Because I think you people ought to know what the 
truth in this matter 

Mr. Cuerr. That is exactly what we are trying to get at, the truth, 
but I do not intend to allow you to come in here and disrupt the 
meeting. 

Mr. Berason. I think you ought to know the truth before a lot of 
artificial evidence is put in. 
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Mr. Cuetr. We will give you an opportunity to be heard. 

We will now hear from Mr. Huntington. 

Mr. Cueir. Mr. Huntington, do you solemnly swear the statements 
vou will make on this oceasion will be the truth, the whole truth, and 
nothing but the truth. so he ‘Ip you God ¢ 

Mr. Huntineron. I do. 


TESTIMONY OF J. L. HUNTINGTON, ASSISTANT DEPUTY COMMIS- 
SIONER, ALCOHOL, TOBACCO, AND TAX DIVISION, BUREAU OF 
INTERNAL REVENUE 


Mr. Mrrene... Will you state your name, please. 

Mr. Hunvineron. My name is John L. Huntington. I am Assist- 
ant Deputy Commissioner in Charge of the Basic Permit and Trade 
Practice Division of the Alcohol, Tobacco, and Tax Division of the 

sureau of Internal Revenue. 

Mr. Mircues.. Your name is John L. Huntington ? 

Mr. Huntineton. Yes. 

Mr. Mrreneni. Will you state what your duties are in the Alcohol 
Tax Unit ina general way / 

Mr. Huntineron. I have charge of one of the three branches of 
the Aleohol Tax Unit, the function of which is to administer the 
provisions of the Federal Alcohol Administration Act and the regu- 
lations promulgated under that. I have held this position since 1940 
and prior to that I was Deputy Administrator in Charge of the En- 
forcement Activities of the former Federal Aleohol Administrator; 
and prior to that, beginning shortly after the repeal, I had charge of 
the enforcement activities for the former Federal Alcohol Control 
Administration, 

Mr. Mrrenen.. Did you make a speech before the Wine and Spirits 
Wholesalers of America, Inc., on May 19, 19524 

Mr. Huntineton. Yes, I did. 

Mr. Mrrenets. And where was that? 

Mr. Huntrinatron. That was at the annual meeting of that organ 
ization at Los Angeles. 

Mr. Mircnetn. Do you have a copy of that speech there, sir? 

Mr. Huntineton. I do. 

Mr. Mrreneny. I would like to ask you two or three questions con- 
cerning that, and will you keep your voice up so that the members 
may hear. 

You made some reference to the purposes of the Federal Alcohol 
Administration Act. Will you state to the committee in short what 
those purposes are as you expressed them in that speech? 

Mr. Huntineton. Section 5 of the act, captioned “Unfair competi- 
tion and unlawful practices,” contains a prohibition or prohibitions 
against a number of practices which are defined as unfair competitive 
practices: Commercial bribery, the payment of what the trade refers 
to as push money. 

Mr. Mircueti. What money ? 

Mr. Huntrneron. Push money. 

Mr. Mrrenety. Push? 

Mr. Huntineron. Bonuses, premiums and other forms of compen- 

sation to employees of tr: ade uiyers. It contains provisions against a 
myriad of different forms of subsidization of retail outlets; against 
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the maintaining of exclusive outlets; against consignment and con- 
ditional sales and a great many other things of that kind. These 
are all practices, of course, which are prohibited on the part of the 
large and the small industry members alike, but by their very nature 
they are practices in which the large operator who is more adequately 
financed can indulge more readily than the small operator. 

Mr. Mircuent. You say “the objectives of the law are thus anti 
monopolistic.” Is that right ? é 

Mr. Huntineron. Those provisions to which I refer, of course, are 
designed to protect against the large producer who may indulge in 
them. Of course, the large producer who finds himself the victim 
of those pri ictices is in a position to reti aliate. He has the means to 
tight fire with fire, whereas the small concern does not. For that reason 
it has always seemed to me that the objectives of the law, in protect 
ing primarily the small operators, are antimonopolistic in their 
purpose. 

Mr. Mircuenn. You referred to the mortality rate of companies in 
the alcoholic beverage industry. Will you tell the committee the 
figures that you had in mind first as to breweries, then as to rectifiers 
and then as to distillers of whisky 4 

Mr. Hunrineron. The statements contained in my address were of 
a general nature, dictated from memory. I mentioned in the fall of 
1935 I had an occasion to make a survey of American breweries when 
there were 680 plants in operation. At the time | prepared this talk 
I believe there were 345. They had dropped to about half the original 
figure. 

Since I was making the talk in California, I referred to the fact that 
there were 90 rectifying plants in that State, which I believe have been 
reduced to 33. 

Mr. Mircnuett. From 90 in California to 33 in California ? 

Mr. Huntineton. That is right. 

Mr. Mircnext. You said, “the same thing is happening in the dis 
tilling field and in the past decade we have seen a number of small 
concerns either being acquired by the larger industry members o1 
falling by the wayside.” 

Will you elaborate on that please, sir? 

Mr. Hunvineron. I am ar a very thorough- going statistician, as 
you perhaps will discover, but I have prepared a few figures on that 
point. I took the 3 years 1935, 1940, and 1952. I start with 1935 for 
the simple reason that that is the first year where we have ve ry ade 
quate statistics. I stopped next at 1940 which was near the end of the 
first period of normal competition just before the war started, and 
then coming up to date. 

Going first to rectifying plants—and this is on a basis of plants 
and the dis tillery figures will not tally entirely with those that have 
just been given here because they are all registered distillers, including 
rum distilleries, gin distilleres and distilleries other than whisky 
distilleries, but I think the trend shown is very much the same as 
shown by your chart. In rectifying plants we found in 1935 that 
there were 347, of which the four large companies, normally referred 
to as the Big Four, had 11, leaving 336 plants controlled by inde 
pendents. The Big Four percentage at that time was only 3.17. -Pro 
gressing to 1940, we find that the total number of rectifying plants 
had dropped from 347 to 258. The number controlled by the Big 
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Four had gone up from 11 to 23, The number of independents had 
dropped just about 100—101 to be exact—from 336 to 235. The per- 
centage of the Big Four had gone from 3.17 to 8.19. Then coming 
up to the beginning of the current year we find that the total has 
dropped to 173; that the number controlled by the Big Four has gone 
up to 40; that in the 12-year period the number of inde .pendents has 
declined from 235 to 133, again a little over 100, and that the Big 
Four percentage is 23.06 where init ially it was 3.17. Those are figures 
on those three dates. 

Mr. Mrircene.u. Did you relate that mortality rate to some com- 
plaints from small producers which you discussed in that speech ? 

Mr. Huntineton. I believe in my speech I referred to the fact 
that I had gained an understanding from various sources, from small 
producers, from wholesalers and from trade-writer comments 

Mr. Mrrcneiy. You were in touch with the producing distillers in 
the industry in your official work ? 

Mr. Huntineron. My work brings me into constant contact with 
them; yes. 

Mr. Mrrceneti. And you hear the trade discussion as it goes along? 

Mr. Huntrncton. They cry on my shoulder. 

Mr. Mrrcnent. And the trade m: iazines and the trade columns on 
this subject are part of the things you review ¢ 

Mr. Huntineron. We review those from a standpoint of advertis- 
ing compliance, but I do have contact with a good many of the trade 
writers. 

Mr. Mrrcneti. You talked about there being complaints from the 
small producers. What kind of complaints were you talking about? 

Mr. Huntineton. The thing I was referring to in my talk was 
the complaint that it was difficult for them to obtain outlets for their 
lines. 

Mr. Mrrcnevyi. The small distiller had difficulty marketing the 
whisky he distilled ? 

Mr. Hwunrineron. Yes, from the rectifier and from the small 
brewer. There is a tendency on the part of the large producer to 
restrict his wholesalers as to the lines he may handle. 

Mr. Mircnei. Is that one of the points of complaint then, that 
the wholesaler who handled products from one of the large companies 
was unwilling to take on the product marketed by the “smaller dis- 
tiller? 

Mr. Huntineron. Yes. I recall, for example, one specific case in 
which a representative of a comparatively small Midwest distiller— 
a comparatively old firm with well-established lines—made the com- 
plaint that it was becoming increasingly difficult to maintain or to 
secure satisfactory wholesale outlets for the reason that the larger 
concerns upon whom the wholesalers were dependent for their main 
volume of business were reluctant to have the small lines handled, 
which is an understandable thing, in all fairness to the big distiller. 
Anyone would prefer, I think, to have a wholesaler devote all his 
energy and all his capital to the maintenance of his line. 

My theme in making this talk was merely a suggestion—and I 
felt it was in line with the objectives of our law—that this trend 
toward concentration, which is evident in all lines of business, is 
perhaps a more dangerous trend in this particular field than in 
the case of industries manufacturing and marketing commodities 
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that do not present the serious social problems that have always 
characterized the alcoholic beverage industry. 

Mr. Mircueii. You did characterize this trend as a trend toward 
monopoly, did you not? 

Mr. Huntineron. A trend toward concentration. 

Mr. Mircue.yi. You referred to it as monopolistic and you were 
referring to the Big Four, were you not ? 

Mr. Huntrneron. That is right. Of course, that is not monopoly, 
but it is what Congressman C eller refers to as oligopoly. 

Mr. Mircnety. You referred to oligopoly, also. That refers to 
monopoly by a few rather than monopoly controlled by one. 

Mr. Hunvineron. It is a situation under which an industry is 
controlled by a few giant concerns. 

Mr. Mrrenet. Do you have any other examples that you could state 
to the committee of these complaints? 

Mr. Huntineton. Perhaps it would be well to continue the figures 
that I have here. I only completed the figures with respect to recti- 
fying plants and I have the figures with respect to distilleries for those 
three per iods. 

In 1935, according to our records, we had 85 registered distilleries, 

of which 15 were controlled by the Big Four and of which 70 were 
independent. The Big Four percentage was 17.65. In 1940 the figure 
had risen because there was a good deal of construction during that 
period, not only on the part of some of the inde eee but on the 
vart of the Big Four. The figure had risen to 134, of which the 
Big Four had 25 and of which 109 were independents. The Big Four 
percentage had only gone up from 17.65 to 18.66. In 1952 we have 
a decline of 8 in the number of registered distilleries, from 134 to 126, 
but we find that of that 126 the Big Four have 50, the independents 76, 
so, according to these figures, the Big Four percentage currently is 
39.68. That is just on the number of plants and does not take into 
account plant capacity. 

Mr. Mrrcuety. Those figures are what you had in your mind when 
you said, “We have all seen a number of small concerns that are 
being acquired by the large industry members or falling by the way- 
side.” 

Mr. Huntineron. That is right. 

Mr. Mircnety. Do you have any other examples that would be illus- 
trative or of help to this committee in the way of complaints that were 
received ? 

Mr. Huntineron. Their complaints have been rather numerous. 
I cited one rather representative example. 

I might say in explanation cz these figures that there are apparently 
eight that have fallen by the wayside. The remaining number of 
changes are apparently acquisitions. 

I have in mind one plant that fell by the wayside. It was built 
shortly after repeal. It operated successfully for some time. It 
developed a number of successful brands and at one time had a brand 
which was a leading seller in its State. It marketed over a compara- 
tively localized area. It suspended in the late forties some time and 
last year was sold at auction for a figure which I understand to be 
about 8 percent of what the plant would cost to build now. It was 
sold for salvage purposes. 
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Mr. Mircnew. Is that a matter of public record? Do you have any 
objection to referring to that name and place and that instance! Is it 
a public auction ¢ 

Mr. Huntineron. Yes, it was a public auction. It was the Old 
Dixie plant near Richmond, Va. 

Mr. Mircuett. You will observe I respected your request about not 
asking you to disclose to the committee information that you are re 
quired by law to keep confidential in the Alcohol Tax Unit. 

Mr. Huntineron. Then I have in mind another case which came to 
my attention recently, a plant that opened since repeal, and I believe 
a plant which operated before prohibition. The plant is now for sale 
at about half of the investment and at about 20 percent of what it 
would cost to build at the present time presumably—and I am only 
conjecturing—because the business has dropped off to a point. where 
it —— 

Mr. Mircuett. I did not quite get that. 

Mr. Cuetr. Mr. Huntington, would you please speak up just a 
little louder? Iam having difficulty in hearing you. 

Mr. Huntincron. Presumably because the owner would rather take 
u loss on his plant than to continue taking a loss operating it. 

Mr. Mrrcnevy. Did he sell it at a loss? 

Mr. Huntineatron. I was merely told it was for sale. 

Mr. Mircuety. The price at which it was offered was 20 percent of 
its cost ? 

Mr. Huntinetron. Approximately 20 percent of what it would cost 
now and approximately half of what its investment is. 

Mr. Mrrenety. Did you receive any mail from members of the liquor 
industry after you made that speech in California ? 

Mr. Huntineron. Yes, I had a number of letters in the smaller units 
in the industry who appeared pleased that someone had spoken up in 
their behalf. 

Mr. Mrrcenerr. Will you look at this, which I would like the reporter 
to mark “Exhibit No. 12,” and see whether that is a copy of one of the 
letters you received ? 

Mr. Huntineron. I do recognize it as such. 

Mr. Mircnetyi. Will you please read that ? 

(The letter referred to was marked “Exhibit 12” and received in 
evidence. See p. 698.) 

Mr. Huntineron (reading) : 

Dear Mr. HUNTINGTON: I have read, and also have been informed of your 
address to the Wine and Spirits Wholesalers of America, in Los Angeles. 

I wish to extend my congratulations and most of all my sincere admiration for 
the consideration you have given the small operators by condemning the practice 
of the larger producers in restricting their wholesalers in handling other brands. 

As a small distiller, we have been injured by this practice and have many con- 
crete cases to prove it. In our opinion the four major producers and the six or 
seven secondary producers have made a practice of this restriction without 
exception, 

However, there are some wholesalers with sufficient courage to disregard this 
coercion, Otherwise all of the small distillers would be forced out of business. 

It has long been our intention to file antitrust and restraint of trade suits, but 


have withheld doing so in the hope that these practices would be voluntarily 
discontinued 
We sincerely trust that the Government will take some action to put an end 
to these evil practices. 
With kindest personal regards, 
Sincerely yours, 


THE Op Jor DistrLtery Co 
By SAMUEL FREEDMAN. 
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Mr. Cuetr. The Old Joe Distillery is located in my congressional 
district. 

Mr. Mircueut. The Old Joe Distillery Co., you say ? 

Mr. Huntineron. Yes, sir. 

Mr. Mircuetn. Do you know where it is located ¢ 

Mr. Cuetr. Anderson County, Ky. 

Mr. MITCHELL. Did you see letters similar to that among the mail 
that you got 

Mr. Huntrneron. Yes; and not limited to Kentucky, but other 
areas, too. 

Mr. Mrrcewein. And not limited to Mr. Chelf’s district either / 

Mr. Huntineton. That is right. 

Mr. Mrrcueut. That is all we have, Mr. Chairman. 

Mr. Cuetr. Mr. Huntington, I know you are very familiar with 
the so-called blended whiskies. I would like to ask you a question or 
two. 

Am I correct in my assumption or in my statement, as made a while 
ago, that under the existing law, there is no requirement for a blendet 
of whisky as such to state the age of the so-called neutral spirits on the 
label or the contents of the bottle? 

Mr. Huntineron. That is correct, and not only that, Congressman, 
but he is prohibited from stating the age, even though he may stor¢ 
those spirits in wood for a time. 

That is on the theory deve ‘loped | ’ our technicians that neutral] 
spirits, being distilled at such high proof and containing virtually no 
grain-flavoring elements, do not change or improve in wood, so that 
to state that they have been aged would create a misleading impression 

They not only do not, but they are prohibited from stating the age 
of neutral spirits. 

Mr. Cuetr. But they must state the contents of the whiskey that is 
blended with it, is ths it correct ? 

Mr. Hu NTINGTON. The *y must state the percentage of whisky and 
its age in the blend. 

Mr. Cueir. And as I understand it, they do and are permitted to 
mix W ith the blend colori Ing, suc h as caramel and other things, to give 
it the proper color ? 

Mr. Huntineton. Yes; that has been a traditional practice in the 
industry in blends for many decades, and our regulations promulgated 
right after repeal recognized that, and we permit up to 214 percent 
of what we designate as harmless coloring and flavoring materials 
including caramel, blending sherrys, glycerin, and other blending 
agents of that kind. 

Mr. Ramsay. Do you not believe it would be better if they were 
required, instead of saying “grain alcohol,” or whatever it is, just to 
say, “This is aleohol”? Don’t you think there would be less of it 
purchased and attempted to be drunk if people we »w actually that 
“a alcohol and were not fooled into believing that it was something 
other than spirits ? 

Mr. Huntineron. I don’t know, Congressman. The regulations 
have recognized for many years that “alcohol” and “neutral spirits” 
are synonymous, and the industry apparently chooses to use the term 

“neutral spirits.” As a matter of fact, I believe there is a provision 
in the internal revenue law which precludes the use of the term 
“alcohol” on spirits not produced in an industrial alcohol plant. 
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Mr. Ramsay. I am just wondering how many of those people who 
drink this know that the terms are synonymous and that it is alcohol. 
I have talked to people and they told me they didn’t know that meant 
alcohol. 

Mr. Huntrineron. I don’t think the public is too well-informed on 
those points, but this matter of blended whisky is a very old question 
and a very old controversy in the industry. It first arose, you know, 
after the Food and Drug Act was passed in 1906 when Dr. Harvey 
Wylie, who was in charge of that agency, took the position that nothing 
that was not all whisky could be labeled as whisky. 

Some folks disagreed with him because it had been the practice in 
the industry fora long time to blend whisky and neutral spirits. The 
matter became the subject of a hearing before the Solicitor General 
who made a finding that did not seem to satisfy anybody, and then 
Mr. Taft, who was then P resident, and who appears to have been of 
judicial temperament even then 

Mr. Cuetr. Did not he conduct an investigation on his own, Mr. 
Huntington ? 

Mr. Huntineton. He held hearings and himself made a finding or a 
decision which has come to be known as the Taft decision in the “what 
is whisky” controversy, and the gist of his finding was that this mix- 
ture of neutral spirits and whisky was whisky for the simple reason 
that it had long been sold and recognized as whisky. It was a 
tradition in the ‘industry. From that time forward until repeal it 
was labeled as “whisky blend” or “blended whisky.” 

Mr. Cuetr. Notwithstanding the fact that 65 percent was alcohol 
and 35 percent was good whisky ? ¢ 

Mr. Huntineron. That is correct. I found some of those old labels. 

When we were holding our hearings and establishing procedures 
after repeal we set up a standard form for blended whisky which 
defined that as a mixture of not less than 20 percent straight whisky 
and the remainder other whisky and/or neutral spirits. “Tt was in- 
teresting that no one in the industry attending those hearings really 
made any objection to that standard because apparently it had been 
such a well-established thing and had been, as everyone felt, settled 
by the Taft decision. 

Mr. Cur.r. Mr. Huntington, was not the question of blended 
whiskies more or less encouraged as a necessity during World War II 
when the stocks of the liquor industry were at an all-time low, in 
order to try to ration it out, so to speak? Was it not more or less 
encouraged during that particular time? Js not that the time that 
it really shot up, according to those charts, and it almost doubled the 
amount of mixtures, with regular whisky ? 

Mr. Huntineton. There is no question about that. The stocks of 
straight whisky were limited and certain of the bottlers wanted to 
extend those stocks by blending with neutral spirits which were avail- 
able. They came in, some of them, from Cuba and other sources and 
some brands which had always been straight whiskies, a great many 
brands, changed to neutral spirits, to blended whiskies, at that same 
time. I do not have the figures in mind but the volume of blended 
whiskies did go up very perceptibly during that period. 

Mr. Cueur. As a result of that situation during World War IT, 
and since that time, by terrific advertisement, there has been more or 
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less a taste acquired by the public for so-called blended whisky, is that 
not correct ? 

Mr. Huntineton. Yes; I think that undoubtedly is true. 

Mr. Cuetr. Have you any questions, Mr. Kennedy / 

Mr. Kennepy. I have no questions, Mr. Chairman. 

Mr. Ramsay. Is not the use of the name “blended whisky” mis- 
leading? Does it not indicate that all the content of that is whisky? 

Mr. Huntineron. It may. It may perhaps do that. 

Mr. Ramsay. Originally was not blended whisky whiskies of dif- 
ferent ages blended together and different kinds blended together ? 

Mr. Huntineton. Wi e have that standard now, but that is desig- 
nated as a blend of straight whiskies or blended straight whiskies. 

Mr. Ramsay. When a man sees “blended” there, he does not look to 
see if it is straight whisky. He does not know. Many of them think 
it is straight whisky. 

Mr. Huntineron. I recognize that may be so, and again I say we 
have to leave that designation on the door step of President Taft. We 
have been doing it ever since. 

Mr. Ramsay. I never followed Mr. Taft very much. 

Mr. Cuetr. Are there any other questions? 

I understand the Department of Justice would like to propound 
some questions there, and you may go right ahead. 

Mr. Mrrcuei.. They have passed them to me: Did you inform the 
Department of Justice of the complaints you received from the inde- 
pendents ¢ 

Mr. Huntineron. No. We had no formal complaints. The com- 
plaints I have are merely comments. People come in my office on 
other matters and wind up talking about these things. We had no 
formal complaints on that score and nothing of such nature that we 
could properly transmit it to Justice. 

Mr. Mircuetyi. You covered the general nature of these complaints 
in this discussion here, relating to ‘boycott of goods, as I understand 
it? The independent would have difficulty in getting his goods into 
the big wholesaler, is that one of them # 

Mr. Huntineton. Yes. 

Mr. Mircueiy. And questions of price? That also? 

Mr. Huntineron. Yes. Ido not mean to create the impression that 
that trend is by any means completed. A great many wholesalers 
still carry on their lines—I think fewer than was the case in the early 
days of repeal. 

You can take a wholesaler who is strong, well-established and in- 
fluential in his community, and he may be in a position to dictate to 
the major supplier what he is going to do whereas the less strong or 
less influential wholesaler may be perhaps dictated to by his major 
supplier. 

I have here a magazine which shows the lines carried by various 
wholesalers and I find among them lines of some of the independents, 
naturally. The trend has not been completed, but there is a trend. 

Mr. Mirrcueti. That completes those questions. 

Let me ask you this: Supposing that the Department of Justice had 
sent an accredited re presenti ative to talk to these people who talked to 
you, do you not think they would have given them the same answer? 

Mr. Huntineron. I should think so. 
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Mr. Mircnecs. Is it not a fact that you went to the Department 
of Justice, before you went out to California in May, and had your 
speech approved there # 

Mr. Huntineron. Yes. At the suggestion of my superior I went 
over and asked Mr. Charles H. Weston, who is Chief of the Appellate 
Section of the Antitrust Division, if he would take time to read the 
speech and see if it was in any way in conflict with the policies of the 
Antitrust Division. He gave me a memorandum for my superior 
which says: 

I have read the draft of the speech which Mr. Huntington has prepared for 
delivery at Los Angeles, Calif., on May 19, 1952, and in my opinion it is entirely 
consistent with the policies of the Antitrust Division of the Department of 
Justice 

Mr. Mrreneit. These complaints that you have received were from 
smaller people and they were talking about local situations, were they, 
or were they talking about the things that were national in scope ‘ 

Mr. Hunrineron. They were talking about the things that affected 
them which were, of course, local things. 

I might say in furtherance of that, that when I got the idea of mak- 
Inga speech of this kind at Los Angeles, I checked with some of the 
representatives of the wholesalers’ group to which the speech was to 
be directed to see if this would be a suitable topic and they informed 
me that it would: that it was something that the wholesalers would be 
very glad to hear: that it would lend them some encouragement be 
cause they were all experiencing these difficulties. 

Mr. Mrrenecs. Thank you. 

Mr. Keating said that he might have some questions and, therefore, 
f we are going to return at 2 o'clock: it would be advisable to ask 
this witness to return. 

Mr. CHELF. Mr. Keating asked to be excused because of the mem- 
orial services on the floor at the present time. 

If you do not mind, Mr. Huntington, we would appreciate your 
COMING back at Z o’elock, and we W ill recess until 2 o'clock. 

( Whereupon, at 12:20 p.m., the committee recessed, to reconvene at 
2 p. m., the same day.) 


AFTERNOON SESSION 


Mr. Cuetr. The committee will come to order. 

Mr. Mitchell, you may proceed. 

Mr. Mrrenent. Mr. Huntington—— 

Mr. Chairman, first I would like to complete the record here re 
garding the interruption when Mr. Bergson came. I have a copy of 
the statement which was distributed and I would suggest that this be 
put in the record today so that there will be no question about shutting 
off publicity. 

Mr. Cuevr. In all fairness, let it enter the record at this point. 

(The statement referred to follows:) 

lam Herbert A. Bergson. I was the Assistant Attorney General in charge otf 
the Antitrust Division of the Department of Justice from June 1948 until Sep 
tember 1950. In 1949 IT ordered the reopening of the liquor investigation which 
the chairman has announced is the subject of this inquiry. Despite this fact, 
ind despite the code of fair play publicized by the chairman at the first public 
hearing held by this committee, 1 have neither been invited nor requested to 
appear before the committee, either at its present session or at the executive 
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sessions which the newspapers indicate have been going on for some time. I 
have not even been interviewed by a member of the committee's staff, although 
1 am the person who was in a position to know the most about this matter and 
who would be responsible if there had been any misconduct during my tenure 
of office. 

Before discussing the circumstances which resulted in my reopening of the 
liquor investigation in 1949 it is necessary to describe briefly the results of the 
previous investigation of the liquor industry which the Antitrust Division had 
conducted in 1948 and 1944. At that time there was a grand jury investigation 
lasting over a period of 2 years. A mass of evidence was collected and carefully 
studied by the Division. On the basis of this evidence, the then Assistant Attor- 
ney General concluded that, although certain people engaged in various aspects 
of the liquor industry had suffered hardship, this hardship was not the result of 
any Violation of the antitrust laws; that there was no evidence of any con- 
spiracy ; and that there was no basis for instituting antitrust proceedings. 

The Senate Judiciary Committee was advised of these conclusions and the 
investigation was then closed. 

Four years later, at the time I became head of the Antitrust Division, there 
was no pending investigation of the liquor industry. There was then not even 
a recommendation that such an investigation be initiated. So far as I know, 
neither Mr. Branham nor anyone else had recommended to any of my predecessors 
that the investigation be reopened. 

However, shortly after the November 1948 election, during a conversation 
relating to other matters, Mr. Branham suggested to Herbert Borkland, my then 
second assistant, and presently one of my partners, that the 1943-44 investi- 
gation had developed evidence which he believed would support the institution 
of an action against the liquor industry, and recommended that the investi- 
gation be reopened. Mr. Borkland asked him to prepare a memorandum setting 
forth his views. About a month later, after he had been reminded of it by 
Mr. Borkland, Mr. Branham submitted a memorandum recommending the reopen- 
ing of the liquor investigation. 

Mr. Borkland brought Mr. Branham’s memorandum to my attention. There- 
after Mr. Branham came to my office to discuss his recommendation with me. 
During this converstion Mr. Branham told me that a lawyer for one of the liquor 
companies had stated to him that the president of another company was claiming 
that he had nothing to fear from the Antitrust Division because he had made 
substantial contributions to the national committee of both major political 
parties. I might say that this was the only reference to political contributions 
that I ever heard of in this matter until I read certain press reports during the 
past week concerning the activities of this committee. I can state categorically 
that no one associated with the Democratic National Committee ever talked to 
me about this mater, nor, indeed, did anyone from the Republican National 
Committee. 

I considered Mr. Branham’s recommendations and concluded that, despite the 
fact that, so far as I knew, no significant complaints had recently come into the 
Department concerning the liquer industry, this investigation should be reopened. 

I told Mr. Borkland of my conclusion and instructed him to assign the 
investigation to the Trial Section and informed him that I wanted the most 
competent personnel in that section to conduct the investigation. I did not 
assign the matter to the section which had conducted the prior grand-jury pro- 
ceedings because a fresh approach was desirable. 

At the same time I told Mr. Borkland that I did not want Mr. Branham 
assigned to the investigation because I knew that he had discussed possible 
employment with representatives of one or two of the major liquor companies. 
I did not want this matter handled by someone whose personal attitude toward 
the companies or individuals involved might color his legal judgment. Besides 
that, I wanted the investigation made by lawyers whom I believed to be better 
qualified to handle complicated antitrust problems. 

I further told Mr. Borkland that in my opinion a thorough study should be 
made of all of the material in the files of the Department of Justice, including 
the mass of material obtained in the earlier grand-jury investigation, and any 
other information that could be secured from other governmental sources. I 
told him that I did not intend to call another grand jury or to request the 
FBI again to examine the files of the companies involved unless and until we 
had probable cause to justify that course of action. It was not my practice to 
harass businessmen with expensive and burdensome grand jury or FBI inves- 
tigations until I was convinced that such a course was warranted 
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Mr. Borkland followed these instructions. The case was assigned to the 
Trial Section, which was then headed by Edward I’. Hodges, and his assistant, 
Victor H. Kramer. Wallace Kirkpatrick, Baddia Rashid, and others were as 
signed to this investigation. Subsequently, Allen Dobey succeeded Mr. Kirk 
patrick on the investigation. Each of these is an antitrust lawyer of outstand 
ing ability, industry, and integrity and is so recognized by specialists in antitrust 
law. I personally have always had the highest regard for their ability and 
integrity. No more capable staff could have been assembled either from within 
or without the Antitrust Division. 

These men worked long and diligently on this matter assembling and analyz 
ing the evidence; studying the various memoranda including Mr. Branham’s; 
and after intensive study submitted, sometime around Christmas 1949, a memo 
randum summarizing their investigation and conclusions. 

The conclusions reached in this memorandum were that there was no evidence 
of any violation of the antitrust laws. It indicated that if it should be 
decided to pursue the matter further the only possible remaining course was 
to ask the FBI to conduct a completely in-the-dark “fishing expedition” which 
would have taken at least another year to complete. It was suggested that 
this might be commenced by sending agents to widespread sections of the United 
States to interview the personnel and examine the files of the various com 
petitors of the major companies to ascertain if they had any valid antitrust 
complaints concerning the conduct of the major companies. The staff indicated 
that it would require a great amount of work by the FBI and the Antitrust 
Division and it was impossible to assure that such an investigation would result 
in any significant antitrust case. The staff did not recommend that this inves 
tigation be conducted. 

I should have closed the investigation at this time. I did not conceive it to be 
proper or necessary to have the already overburdened FBI go around the country 
soliciting from businessmen complaints about their competitors. My experience in 
the Antitrust Division demonstrated to me that businessmen who believe they 
have been victims of antitrust violations promptly report their grievances to the 
Division. That is the reason why complaints pour in at the rate of 1,400 a year. 

Of course, after these complaints are studied, it is found that many of them do 
not, in fact, involve injuries stemming from violations of the antitrust laws. 
For example, as this committee knows, the 1943-44 grand jury investigation 
established that the injury suffered by the independent coopers, distillers, and 
other members of the liquor industry, including any who had complained to the 
Department, resulted from the normal forces of competition operating in a war- 
time economy and not from violations of the antitrust laws. 

It must be remembered that the antitrust laws were enacted to preserve the 
competitive enterprise system. Obviously, in such a system certain competitors 
are going to be hurt, and it takes a skilled antitrust lawyer to determine whether 
the hurt results from the normal workings of the competitive system or from 
antitrust violation 

After submitting his memorandum, Mr. Kirkpatrick took leave of absence to 
accept an antitrust assignment in Germany. Instead of terminating the investi- 
gating at this time I assigned it to Allen Dobey for his review and possible 
suggestions. 

It is my belief that the Kirkpatrick memorandum of December 1949 is the 
single most important document relating to the subject matter of this inquiry. 
For that reason I must assume that the committee secured copies of it during 
the committee’s examination of the Division’s files. I should like at this time 
to request that I be furnished a copy so that I may now read into the record 
at least the conclusions. 

No fair appraisal of the charges now before the committee can be made 
unless this document is made a part of the record. 

To the best of my recollection there were only two other matters involving 
the liquor business in the Division while I was Assistant Attorney General. 
Both of these involved cooperative advertising by groups of small retail dealers 
in the District of Columbia. A report was made to me that Mr. Branham had 
summoned one of the groups and its lawyer to his office and, to use a phrase which 
has recently been well publicized, “mentally horsewhipped” them; that he had 
threatened them with imprisonment if they would not abandon cooperative ad- 
vertising. Mr. Branham had no authority to threaten anyone with imprison- 
ment. I did not run the Antitrust Division in that way and would not tolerate 
such conduct by any public official for whose actions I was responsible. When 
I received this report I became quite disturbed. I called Mr. Branham to my 
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office and confronted him with these facts. He did not deny the incident. I 
asked him what authority he had to threaten to imprison people. I told him 
that I would not countenance or support any such conduct on his part. I should 
have discharged him at that time. 

In a recent announcement to the press the chairman said that the issue before 
the committee is not whether the big liquor companies were or were not guilty 
of violating the antitrust laws, but, the issue is whether the Department of Jus- 
tice made a thorough investigation of valid complaints or whether that investi- 
gation was superficial. 

With this I must emphatically disagree. The issne is whether the investiga- 
tion of the liquor companies which I reopened, after hearing rumors of the 
expectation of political favor arising from contributions to both major political 
parties, was improperly handled because of these contributions. 

This committee cannot produce a scintilla of evidence establishing any con- 
nection between these contributions and the manner in which the investigation 
was conducted because no such connection exists. 

Moreover, and of equal importance, because this investigation was in all 
respects properly handled, this committee cannot produce a scintilla of credible 
evidence to the contrary. 

Mr. Mircue.y. I would like your permission to notify Mr. Bergson 
that the committee will hear Mr. Bergson in order, which will be next 
Friday. 

Mr. Cuetr. That is agreeable to the members. Is that agreeable 
with you Mr. Bergson? 

Mr. Bercson. That is perfectly agreeable, but I would like to be 
sworn before you put that in the record. 

Mr. Cuetr. Mr. Bergson, do you solemnly swear that the statements 
you have in that release are the truth, the whole truth, and nothing 
but the truth ? 

Mr. Brerason. I do, sir. 

Mr. Mitrcue i. If you wish to talk to me I am available at these 
hearings every day. 

Mr. Cnevr. Will you proceed, Mr. Mitchell? 

Mr. Mrrcueuu. Mr. Keating, I believe, had some questions of Mr. 
Huntington. 

Mr. Kearinc. Had you ings; ‘ted, Mr. Mitchell ? 

Mr. Mircuenn. Yes, si 

Mr. Kerarine. In dare course of your work, Mr. Huntington, with 
the Alcohol Tax Unit, did any of these liquor companies or anyone 
connected with the Big Four companies have oce asion to approach you 
with regard to the matter of making gifts to you? 

Mr. Huntineron. Of making gifts to whom ? 

Mr. Kratine. Did any of them ever offer a gift of a radio to you? 

Mr. Huntineron. No, sir. 

Mr. Keatine. Or any ‘liquor? 

Mr. Huniineron. No, sir. 

Mr. Kearine. That is all. 

Mr. Cuetr. Are there any other questions of Mr. Huntington? 

Mr. Mrrcenevt. Thank you very much, 

Mr. Ernest Branham. 

Mr. Cuetr. Mr. Branham, do you solemnly swear the statements 
you are about to make on this occasion will be the truth, the whole 
truth, and nothing but the truth so help you God? 

Mr. Branuam. I do. 

Mr. Mircue.yi. You have come here in response to a subpena from 
this committee, sir? 

Mr. Branuam. I have. 
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TESTIMONY OF ERNEST L. BRANHAM, ATTORNEY, DEPARTMENT 
OF JUSTICE 


Mr. Mirenen.. Will you state your full name for the record ? 

Mr. Branuam. Ernest L. Branham, attorney, Department of 
Justice. 

Mr. Mircuen.. B-r-a-n-h-a-m ¢ 

Mr. Branuam. Yes, sir. 

Mr. Mircenevt. And your residence ¢ 

Mr. Branuam. In the city of Washington, 5600 Overlea Road, 
Washington 16, D. C. 

Mr. Mircuett. How long have you been with the Department of 
Justice ? 

Mr. Branuam. I am in my ninth year. 

Mr. Mircue ti. You began at what time ? 

Mr. Branuam. February 2, 1944. 

Mr. Mircue i. In what division are you employed ? 

Mr. Brannam. Antitrust Division. 

Mr. Mircue.t. Going back a little, where did you complete your 
legal education ? 

Mr. Branuam. University of South Carolina. 

Mr. Mircuet.. What year? 

Mr. Branuam. 1931. 

Mr. Mircne tt. After you came to Washington, did you teach law 
at any place? 

Mr. Brannam. I did, 

Mr. Mircuenty. Where? 

Mr. Branuam. Southern University. 

Mr. Mircnet.. Beginning then February 2, 1944, with the Depart- 
ment, what was your title, or classification ? 

Mr. Branuam. Special attorney. 

Mr. Mircueny. In what section ? 

Mr. Branuam. Antitrust Division. 

Mr. Mrrenevi. What did you do in a general way? What cases 
did you work on? 

Mr. Branuam. Immediately after my entrance upon duty there I 
was assigned to the Cement case. 

Mr. Mrrcuentn. Was that a case which got into litigation ? 

Mr. Branuam. Yes; it was a case pending in Denver, Colo., filed 
June 28, 1945, and it is still pending. 

Mr. Mrrere.. The case is still pending, you say ? 

Mr. Brannam. Yes. 

Mr. Mrrcnevy. Did you assist in the preparation of the complaint 
in that case? 

Mr. Branuam. I did. 

Mr. Mircnet. At that time did you have anything to do with an 
investigation of charges of monopoly in the liquor industry ? 

Mr. Branuam. I did. Mr. Holmes Baldridge, who at that time was 
in charge of the General Litigation Section, asked me to go to New 
York and take charge of the investigation of Seagram’s, the Seagram’s 
end of the Big Four investigation. I went to New York and started 
my investigation of the records of Seagram’s, and I was later joined 
by Mr. Reynolds Sands, who at that time was in the Antitrust Division. 

Mr. Mircuety, That is S-a-n-d-s? 
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Mr. Branunam. That is right. 

Mr. Mircune.y. I would like to cover your experiences in the Depart- 
ment of Justice, first. 

Did there come a time after 1944 whe you were transferred to 
another department or section ¢ 

Mr. Branuam. Another section. About 1946 I was transferred 
from the General Litigation Section to the Complaints and Small 
Business Section, headed by Mr. Edward P. Hodges. 

Mr. Mirenect. And Mr. Kramer was there / 

Mr. Branuam. He was his assistant. 

Mr. Mircuety. Both those gentlemen are still employed in the De- 
partment of Justice; are they not! 

Mr. BranuAm. Yes. 

Mr. Mircuetu. Now, in that work in the Small Business and Com- 
plaints Section, what did you do? 

Mr. BraNHAM. We handled miscellaneous complaints of all types. 

Mr. Mircnetu. Did they relate to antitrust ? 

Mr. BRANHAM. I was assigned the cooperage investigation in late 
1946. 

Mr. Mircnet.. This Small Business and Complaints Section was 
within the Antitrust Division, and it is still there in the Antitrust 
Division ? 

Mr. Branuam. Well, it is not “Complaints.” “Complaints” has 
been changed to “Trial,” I believe; but there is only a unit of Small 
Business remaining. 

Mr. Mircuen.. What about the cooperage investigation ? 

Mr. Branuam. I was assigned to the cooperage invest igation in late 
1946, which was completed, I suppose, about the middle of 1947. 

Mr. MircuHeti. Did that cooperage investigation have anything to 
do with the liquor industry ? 

Mr. Branuam. Yes; that was the purpose of the investigation, to 
determine to what extent the Big Four liquor companies controlled the 
cooperage industry. 

Mr. Mircueiy. The cooperage industry makes barrels for the stor- 
age of bourbon whisky ? 

Mr. Brannam. That is correct. 

Mr. MircHeti. Without those barrels, can whisky be made? 

Mr. Brannan. I understand not. It is aged in new barrels, under 
the regulations of the Alcohol Tax Unit. 

Mr. Mircuett. When did you go to this Small Business Unit ? 

Mr. Branuam. As I recollect, it was about the middle of 1946. 

Mr. Mircuett. Was that the reorganized one with Mr. Hamill? 

Mr. Branuam. Yes: with Mr. Chalmers Hamill. 

Mr. Mircuett. Is that where you work now 2 

Mr. Branuam. That is right. 

Mr. Mircneti. Going back to 1944, when you began, you say vou 
went to New York and assisted in the investigation of the liquor indus 
try? Is that right? 

Mr. Brannam. That is correct; yes. 

Mr. Mrrcnett. With what companies did you have contact? 

Mr. Branuam. I had charge of the investigation of Seagram’s. 

Mr. Mircuett. In that connection, did you send any books or papers 
down to Washington ? 
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Mr. Brannam. I did. I sent a great deal of documentary evidence 
that I collected there. 

Mr. Mircuewy. It came from the files of that company ? 

Mr. Brannam. That is correct. 

Mr. Mircueii. Was this called a grand-jury investigation? Was 
that what it was called? 

Mr. Branuam. Yes. No; my investigation was in addition to 
the grand jury. I understood there was a grand jury in session in 
Washington. Subpenas had been issued, but they had defaulted in 
complying with the subpenas. I was sent up to try to gather evi- 
dence, in an effort to help out the liquor companies in complying with 
these subpe nas. 

Mr. Mircuety. So, this evidence was handed over to you in com- 
pliance with the grand jury’s subpena? 

Mr. Branuam. That is right. 

Mr. Mircuetn.. Was that evidence ever taken before a grand jury? 

Mr. Branuam. That I do not know. I understood there was a 
grand jury in session, but I never appeared before it. 

Mr. Mircueit. Do you know if any witnesses appeared before that 
grand jury? 

Mr. Branuam. Only by hearsay. 

Mr. Mircue yt. Then, do not say it if it is hearsay. 

Mr. Branuam. I do not know, chen. 

Mr. Mircuetyt. You do not know? 

Mr. Branuam. I do not know. 

Mr. Mircuetn. Did you meet an attorney named William Butz in 
that work? 

Mr. Brannam. I did, and Mr. Butz had charge of the investigation. 
I worked under his supervision. 

Mr. Mrrenety. That is, Baldridge was first in charge and then 
Mr. Butz was later in charge? 

Mr. Branuam. That is correct. 

Mr. Mircuent. As the year 1944 went along, did you have any 
occasion to talk to Mr. Butz? 

Mr. BranuamM. I did. 

Mr. Mircneti. In what connection was that? 

Mr. Branuam. In connection with the data I had gathered in New 
York. I wrote various memoranda to him concerning my findings 
in the New York files. 

Mr. Mrrcne ty. Did Mr. Butz file a report or reports in connection 
with that investigation ? 

Mr. Branuam. He filed a summary with the Assistant Attorney 
General. as I recall, around the early part of 1946. 

Mr. Mircnee. It is or is not a fact that this report reported that 
there was no evidence of conspiracy or collusion among the Big Four, 
so far as you know ? 

Mr. Branuam. That was the substance of the report. 

Mr. Mircuevy. Was there any prediction in any part of that report 
as to what future developments might be? 

Mr. Branuam. Yes. The report indicated that there would be a 
possibility or probability of monopoly by the Big Four in the postwar 
period. 
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Mr. Mrrcneiu. One of these memoranda introduced here refers to 
the possibility of competition or accord between and among the Big 
Four. Do you recall that? 

Mr. Brannam. Yes; I do. 

Mr. Mrrcnetn. Tell the committee what you recollect. 

Mr. Branuam. Ina memorandum to Mr. Edward P. Hodges, dated 
May 7, I incorporated some excerpts from that. 

Mr. Mircneny. Just that one point is all I would like at this time, 
please. 

Mr. Brannam. Shall I read this? 

Mr. Mrrcnett. Just answer that portion that relates to the pre- 
diction made by that report as to whether there would be competition 
or accord in the future. 

Mr. Branuam. That there would be no competition. 

Mr. Mirenecs. That is what Mr. Butz said in the report? 

Mr. Brannam. That is right. 

Mr. Mrrcnenn. We will leave that for the moment, please, sir, and go 
on to this investigation. . 

Will you tell the committee about the investigation of cooperage 
in 1946 and 1947? Under whose direction was that conducted ? 

Mr. Branuam. Under Mr. Edward P. Hodges, my immediate supe- 
rior. At that time Mr. John F. Sonnett was Assistant Attorney 
General and Mr. Kramer was assistant to Mr. Hodges. 

Mr. Mrrcnett. Who prepared the instruction to the FBI? 

Mr. Branuam. I made the original draft which was rewritten by 
Mr. Kramer. 

Mr. Mircuet,. Was that the basis of the investigation or the in- 
quiries made? 

Mr. Brannam. Yes; the FBI conducted a complete investigation. 

Mr. Mrrcnett. In the course of that investigation did there come 
a time when there was a discussion relating to the possibility of re- 
lieving the shortages of barrels by cooperation with the Alcohol Tax 
Unit? 

Mr. Branuam. That is correct. I paid a visit to Carroll E. Mealey, 
who at that time was Chief of the Aleohol Tax Unit. We explained 
the situation regarding independents to Mr. Mealey, hoping we could 
get the regulations of the Alcohol Tax Unit changed so as to enable 
the independents to age their whisky in used barrels instead of new 
barrels. He did not give me much encouragement and I was later 
told that Mr. Sonnett did not want us to pursue the matter any further. 

Mr. Mircue.t. Instead of pursuing this effort with the Alcohol 
Tax Unit, you resumed the investigation? You completed it? 

Mr. Brannam. Yes. That was early in 1947. That was, as I recol- 
lect, April 1947, and the investigation of the cooperage industry 
was completed about July or August of that year. 

Mr. Mrrcnett. Now, what was the conclusion? What did you 
recommend ? 

Mr. Branuam. The conclusion was a meeting in Mr. Sonnett’s 
office. with Mr. Hodges and Mr. Kramer present, in which I recom- 
mended to Mr. Sonnett that there not be a suit against the Big Four 
on cooperage alone; that I thought we should pursue the investigation 
of the liquor end of the Big Four with the idea of tying in two pos- 
sible cases. 

Mr. MircuetL. Was that accepted ? 
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Mr. Branuam. I left with Mr. Sonnett a memorandum covering 
our 1944 investigation and also a memorandum from me to Mr. Son- 
nett, and he said that he would study the memorandum and let me 
know in a week or 10 days. I have not seen or heard of Mr. Sonnett 
since. : 

Mr. Mircuenr. There was no attempted prosecution ? 

Mr. Branuam. No prosecution and no authority for me to pursue 
the investigation of the liquor industry. 

Mr. Mrrcnext. You had completed your assignment, had you? | 





Mr. Branuam. I had. 

Mr. Mircne ti. Now, during 1946 and 1947, do you know of any 
complaints that were made to the Department of Justice Antitrust 
Division about the operations of the Big Four? 

Mr. Branuam. Many. 

Mr. Mrrenet.. What type of complaints? 

Mr. BrannaM. There were numerous types. Some were from in- 
dependent coopers, complaining that they were being put out of 
business by the Big Four. Others+were from ieee’ liquor 
distillers, in which “they were being forced to sell the distilleries 
to the Big Four because of the inability to buy barrels. In some 
instances they were forced to give the big liquor companies a liquor 
bonus for the privilege of buying barrels. Those were the complaints. 

Mr. Mrrcnety. Did any of those complaints relate to a period of 
grain shortage ? 

Mr. Branuam. Yes, but I did not handle that particular end of 
it. Mr. Chalmers Hamill, I believe, handled that. 

Mr. Keatine. Would it be well for him to explain the bonus? I 
do not understand. 

Mr. Mrrcueti. Would you do that? 

Mr. Branuam. That was turning liquor over to the Big Four so 
that they could blend it into their bré ‘anded whisky. 

Mr. Mrrcnent. That is the small distiller —— 

Mr. Branuam. The independents—— 

Mr. Mircue.yt. The independent distiller in order to get barrels 
was asked to sell part of his whisky to the big distiller who made the 
barrels, is that it? 

Mr. Brannam. That is correct. Those are some of the complaints 
I received. 

Mr. Knarina. As a concession to get the barrels? Is that the point? 

Mr. Brannam. What is that? 

Mr. Keatrna. Is that a concession in order to get the barrels? 

Mr. Branuam. Yes; for the privilege of buying. 

Mr. Mircnett. This was a period of intense shortage of cooperage, 
was it not ? 

Mr. Branuam. That is right, immediately after the war. 

Mr. Mrrcnent. And prior to that time, had some of the large dis- 
tillers acquired large cooperage facilities ? 

Mr. Brannam. Yes. According to the economic report at the in- 
ception of my investigation of the cooperage industry, they owned 
90 percent of the cooperage manufacturing facilities as of that date. 

Mr. Mireneti. You are talking about 1946 and 1947? 

Mr. Brannan. Yes. 

Mr. Mircueti. Were there any of these complaints related to prices 
that you recall, or could you illustrate them ? 
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Mr. Branuam. Yes: a lot of them related to prices. Of course a 
lot of price complaints were on a local level. I believe it was about 
1947, during Mr. Sonnett’s tenure in the Division, when we had the 
Webb City case. 

Mr. Mircnevi. What did that involve / 

Mr. Branuam. It involved an injunction by Seagrams and some of 
its subsidiaries against a chain drug outfit that was cutting the price 
of whisky below the suggested resale price. 

Mr. Mrrcnety. And litigation resulted ? 

Mr. Branuam. That is right, litigation resulted. 

Mr. Mircuetn. Was there a question of a statute involved / 

Mr. Branuam. Yes; there was an effort on the part of Webb City 
to have the State fair-trade law declared unconstitutional. This 
matter was litigated and the fair-trade law was set aside as being 
unconstitutional. 

Mr. Mircuecy. In that connection, did you do anything in connec- 
tion with that Webb City case ¢ 

Mr. Branuam. I did. I prepared a brief amicus curiae for the 
Department to be filed in behalf of Webb City. 

Mr. Mrrcnein. That is, the Government intervened in the case, with 
this petition and brief? 

Mr. Branuam. Yes. 

Mr. Mrrenentt, And you prepared that? 

Mr. Branuam. I did. 

Mr. Mrrcneiyt. Who gave you authority to do that? 

Mr. Branuam. I prepared it under instruction of Mr. Chalmers 
Hamill, my superior, and it was passed on to Mr. Hodges, Mr. John 
Ford Becker, and then Mr. John F. Sonnett. 

Mr. Mircene.y. It was approved and then filed ? 

Mr. Branuam. It was. 

Mr. Mirenenn. Going to the fall of 1948, do you recall any com- 
plaints against the big distillers? 

Mr. Branuam. Yes, I recall many. ‘There were many on a na- 
tional level as well as several local levels. 

Mr. Mircnert. Did you have any calls during 1948 from repre- 
sentatives of distillers? 

Mr. Branuam. I did. In 1948 or 1949 there seemed to be a na- 
tional campaign of price maintenance all over the country. I called 
in from Seagram’s Mr. Robert Mathis. He is an attorney. 

Mr. Mircnet,. Where? 

Mr. Branuam. He is from Davis, Richberg, et cetera, in Wash- 
ington. Mr. Lyon of Seagrams and Kiernan from New York. 

Mr. Mircnecy. That was all on Seagram / 

Mr, Brannan. Yes. 

Mr. Mitcnetit. Whom else did you talk to? 

Mr. Branuam. Mr. Edward Wheeler, local counsel for Schenley. 
[ talked with Mr. Newell Ellison, local counsel for Hiram Walker. 
Mr. Howard Walton, president of Hiram Walker, and Mr. Ford, 
vice president of Hiram Walker 

Mr. Mircuetyt. Was this all in the fall of 1948? 

Mr. Branuam. I think this was from September 1948 through 
February 1949. As I recall, I waited for Mr. Walton to make a visit 
to Washington, and I believe it was February 1949 when I talked to 
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him, but I had talked to the local attorneys from the various companies 
up until that time on several occasions. 

Mr. Mircuett. Was one of these attorneys you talked to a Mr. 
Landa? 

Mr. Branuam. Mr. Landa was the local counsel. 

Mr. Mircue.i. He testified that he had a request from you for 
documents on October 13, 1948. Would you say that is correct ? 

Mr. Brannam. Yes. I made my request of Mr. Landa and when 
Mr. Kiernan came in, Mr. Mathis came in. 

Mr. Mitcuetn.. That date is October 1948? 

Mr. Branuam. From September on through February 1949, be- 
cause Mr. Ellison wanted me to talk the matter over with Mr. Howard 
Walton and it was February before he came to Washington. 

Mr. Mircnert. What about National Distillers ?¢ 

Mr. Brannam. I asked Mr. Forrest, the local representative of 
National, to have some of his people come in to see me. I never 
received any response personally from that. In October 1948, I 
believe, I got a call from Mr. Bergson’s office; he called me in to ask 
me some questions concerning my experience with the liquor indus 
tries, and as I went into his office I saw Mr. Joyce. I recognized 
Mr. Joyce, the vice president of National, sitting in the reception 
room waiting to see Mr. Bergson. I don’t know the results of that 
meeting. 

Mr. Mrrcneti. Now these complaints that you were considering 
with these people, did I understand you to say that they related to 
complaints of distributors or distillers who wished to sell their 
whisky and couldn’t get representation? Tell us what they were. 

Mr. Brannam. There were many types of complaints. Some were 
being forced to sell to distilleries because they couldn’t get barrels or 
sroper allocation of grain under the regulation of the Agriculture 

Jepartment and it was brought to my attention that in many in- 
stances these distilleries were purchased and dismantled. I was 
very interested in stopping that. 

Mr. Mircneti. There were a flurry of price complaints, I under- 
stood you to say, about this time. 

Mr. Branuam. Yes. 

Mr. Mrircuetu. Did one of those relate to a firm known as Middle 
Atlantic Distributors? 

Mr. Branuam. Yes; it related to many, including Middle Atlantic. 

Mr. Mrrcnert. Tell us about that one. What happened? Did 
someone come to you and complain ? 

Mr. Branuam. In late 1948. 

Mr. Mrrcnett. Who came? 

Mr. Branuam. Mr. Wendell Berge. 

Mr. Mrrcneii. He was formerly head of the Antitrust Division, 
wasn't he? 

Mr. Branuam. That is correct. 

Mr. Mrrcnewy. Tell the committee what happened. 

Mr. Branuam. In late 1948 Mr. Berge telephoned me that he rep- 
resented Milstone, a local dealer in Washington, and stated that 
Middle Atlantic had sent out a letter in which it threatened to dis- 
continue selling whisky to all dealers who sold below the suggested 
resale price. His client, Milstone, was one of those who had been 
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discontinued. He asked me to look into it. I immediately telephoned 
Mr. Coughlin and Mr. Finleyson. They came in to see me. 

Mr. KE atinc. We should know who these people are. 

Mr. Mrrcuett. Coughlin is the president of Middle Atlantic. 

Mr. Branuam. Finleyson is the vice president. They brought with 
them their counsel, Mr. Lichtenberg. I explained to them that there 
was no fair-trade law in Washington and asked the basis for the 
position they had taken in sending out letters of that type. 

Mr. Lichtenberg said they had the right under the old Colgate case, 
and he did not intend to withdraw the letter. 

I-tried to get the Antitrust Division to pursue the matter. 

Mr. Mircuett, What did you do? Talk or write? 

Mr. BranuaoM. I taiked the matter over at th: rat time with Mr. Her- 
bert Borkland, who is first assistant to Mr. Bergson. Mr. Bergson 
was always very sympathetic but indicated they y doubted that the De- 
ee would be willing to challenge the holding in the Colgate 

se at that time. 

“Mr. Berge then took the matter up with the Federal Trade Commis- 
sion. 

Mr. Mrrcuety. Do you know what happened over there? 

Mr. Brannam. I believe in December 1948 the complaint was filed 
by the Federal Trade Commission against Middle Atlantic. In De- 
cember, a cease-and-desist order was issued. That order was appealed 
to the district court but was withdrawn in April of this year. In 
the meantime, Mr. Berge had filed a private suit for triple damages 
against Middle Atlantic, and that I understand has been settled. 

Mr. MircHetu. He filed a suit on behalf of Milstone against Middle 
Atlantic? 

Mr. Branuam. That is right. 

About the same time distributors for other companies were send- 
ing out similar letters. Globe Distributing Co. I believe was one, and 
several of the smaller distributors in Washington. 

That same situation prevailed in other States. It prevailed in 
Texas, I understand, where there is no fair trade law, in Missouri and 
Vermont. 

Mr. Mircueti. Coming back now to October 1948, did you request 
data from the representatives of those distillers? 

Mr. Branuam. I did. 

Mr. MircHe.ut. And after that October, what did you do with re- 
spect to the liquor industry in the way of recommendation ? 

Mr. Branuam. After the elections of 1948, rumor was brought to 
my attention—— 

Mr. Mircuetyi. Wait, before we get into that. I am asking you 
about a memorandum, a recommendation that you made in November. 

Mr. Branuam. I was leading up as to how I happened to prepare 
that memorandum. 

Mr. Mircuety. Just tell us what you did. 

Mr. Branuam. On November 1948, November 18, 1948, I prepared 
& memorandum to Mr. Herbert Borkland in which I requested or 
recommended a grand jury investigation. 

Mr. Mrrcuet. I will show you a copy that we will mark exhibit 
13 and ask you if that isa copy of your memorandum. 

Mr. Brannan. That is a copy. 
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(Memorandum dated November 18, 1948, was marked “Exhibit 15,” 
ind received in evidence. See p. 699.) 

Mr. Mrrenetnt. What was it? 

Mr. Brannam. It was a recommendation that the industry be in 
vestigated further to determine whether there was any violation of 
antitrust laws. I wanted a grand jury to determine whether or not 
there was any criminal violation, and have a further investigation 
made to determine whether or not a civil suit should be filed. 

Mr. Mivcnent. After that memorandum of November 18 was de 
livered to the addressee, Herbert Borkland—who is Mr. Bergson’s 
assistant 4 

Mr. Brannam. That is right. 

Mr. Mirenenxt. Then what happened with respect to that recom 
mendation / 

Mr. Branuam. I didn’t hear anything from that memorandum un- 
til the first of 1949. In the early part of March, Mr. Borkland called 
me in and asked me if I would agree to pursue the matter from the 
standpoint of an FBI investigation rather than having a grand jury 
vestigation. I told him that was entirely agreeable to me, that 1 

anted an investigation. He suggested that I prepare a memoran- 
dum of recommendation from that approach and also a request for 

FBI investigation. 

Mr. Mrrenen. Did you? 

Mr. Brannam. My memorandum is dated March 24, 1949. 

Mr. Mircuety. To whom was that addressed ¢ 

Mr. Branuam. Mr. Bergson, Assistant Attorney General. 

Mr. Mrrenei.. That was more or less a rewrite and amplification 
of the November 18, 1948, memorandum ? 

Mr. Branuam. Yes. 

Mr. Mircnenn.. Attached to this March 24, 1949, document, was 
there anything in the way of another document ? 

Mr. Brannam. Yes, a memorandum for the FBI to be signed by 
Mr. Herbert A. Bergson, Assistant Attorney General. 

Mr. Mrrcvex. I will have you look at the copies of the papers 
I give you, which were identified in the executive session earlier. Is 
the March 24 document correct ¢ 

Mr. BranuAM. That is correct. 

(Memorandum dated March 24, 1949, was marked “Exhibit 14,” 
and received in evidence. See p. 700.) 

Mr. Mrrene ci. And the next document is entitled “Director, Fed- 
eral Bureau of Investigation, from Herbert Bergson, Attorney Gen- 
eral.” That has no date on it. 

Mr. BranuaM.,. That is right. 

( Document entitled as above was marked “Exhibit 15,” and received 
in evidence. See p. 703.) 

Mr. Mircnen.. If your recommendation was approved, that was 
to be sent along? 

Mr. BranuaM. That is right. Shortly after that I was requested 
to send all my files to Mr. Hodges. 

Mr. Mircnett. Was that ever sent to the FBI? 

Mr. Branuam. No, that was not. That memorandum was never 
signed by Mr. Bergson. 

Shortly after that I got a call from Mr. Hodges to come up to his 
office, in which he asked me to e xplain to him my experience in con 
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nection with the liquor industry. He said he had been asked by some- 

one, Mr. Bergson or Mr. Borkland, to make a survey of the current 
situation. I sent my files to Mr. Hodges and I never heard anything 
about how the survey was conducted, or the conclusions reached as a 
result of that survey. 

Mr. Mrrcene.y. That is, you did not participate ? 

Mr. BranuaM. I did not participate. 

Mr. Mircnext. Did any of the people engaged in that, however, 
ask your opinion and ask for your advice? 

Mr. Branuam. Mr. Kirkpatrick came to visit me one afternoon. 
I think he came to my office for possibly 20 minutes. 

Mr. Mrrenez. Mr. Kirkpatrick was in charge of the investigation ? 

Mr. BranuaMm. In charge of Mr. Hodges’ surveys. 

Mr. Mircnetu. He did inquire ? 

Mr. Branuam. He talked to me about 20 minutes. 

Mr. Mircuet. Shortly after that, did there come a time when you 
heard a statement that you considered to have some significance from 
a person in the liquor industry ? 

Mr. BRanuamM. Yes. 

Mr. Mrrcnecy. I just want to tell the committee at this point that, 
because the statement which the witness may relate may be confiden- 
tial, I am asking him not to go into names in this, but the fact that he 
heard it and the fact that he presented it to his superiors is an im- 
portant part of this hearing. 

Mr. Cuetr. You can connect it later. 

Mr. Mircnety. Put it in with tu.c reservation. 

Mr. Kratine. Are we going to know what it was he heard ? 

Mr. MitcHety. Yes. 

Mr. Cuetr. Proceed. 

Mr. Mitcuetyi. Without mentioning any names, tell us what you 
heard and what you did. 

Mr. Branuam. In late November 1948, it was brought to my at- 
tention that the Big Four had made huge contributions to the 1948 
campaign. 

Mr. Mitcuey. To the 1948 Presidential campaign ? 

Mr. Brannam. Yes. 

Mr. Mircnett. Which party ? 

Mr. Branuam. Some to both parties. Would you like for me to 
state how much? 

Mr. Mrrcnetx. I think it would be better for you to go on and 
state what you did about it. 

Mr. Branuam. With reference to that statement about contribu- 
tions, it was also brought to my attention that a high official in the 
Department of Justice had told the president of one of the companies 
that he had nothing to fear regarding the litigation against the liquor 
industry, but in the event any litigation was instituted, Branham 
would have nothing to do with it. 

Mr. Mrrcnetyi. That means you, Branham ? 

Mr. Brannam. That means me. 

Mr. Mrrcneiy. Was there any reference to amounts in this story 
that you heard ? 

Mr. Branuam. Oh, yes. 

Mr. Mircueiyi. You say these were substantial amounts. 

Mr. Branuam. Yes. 
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Mr. Mircnett. What did you do about that statement ? 

Mr. Branunam. Well, of course, I was exceedingly disturbed as a 
result of something like that coming to my attention. I went back 
to my office and I went to see Mr. McCauley, who is our administrative 
assistant. 

Mr. Mircuretyn. That is Mr. Leroy McCauley, who was in charge of 
personnel matters in the Antitrust Division ? 

Mr. Branuam. That is correct. 

Mr. MITCHELL, Proceed. 

Mr. Branuam. Mr. McCauley listened sympathetically and said 
that was a matter I should bring to the attention of Mr. Bergson. 

I said, “Mr. Bergson is not very accessible, as far as I am Con 
cerned, I will be very glad to see him,” but I said, “If you will arrang 
for me to see him, I will be very happy to see him and tell him the 
story. 

Mr. Mircuetn. Then what happened? 

Mr. Branuam. I went back to my office and prepared a memo 
randum to Mr. Bergson outlining the information I had received. 
Mr. Mircnecit. When was this, roughly, the spring of 1949? 

Mr. Branuam. This was November 1948, about the contributions. 
and so forth. 5 

Mr. Mircnueni. I mean this conference you are talking about. It 
was about November? ; 

Mr. Branuam. That is right. I prepared a memorandum, which 
outlined the rumor that I had heard, to Mr. Bergson. About an hour 
later I got a call from his office to come in to see him. I didn’t wait 
for Mr. Bergson to read the memorandum. I told him in my own 
words and then he read the memorandum and I said, “I don’t mean to 
indicate that the officials named are guilty of what I have heard.’ 

Mr. Mireneci. That is, you did not know whether that was true 
or not? 

Mr. Branuam. I did not know whether that was true or not. 

Mr. Mircueitn.. You do not know now. 

Mr. Brannam. No. 

Mr. Mircuer.. But you thought it should be looked into? 

Mr. Branuam. That isright. Mr. Bergson said, “Well, the memo- 
randum infers that they are,’ and he suggested that I destroy the 
memorandum, which I clid. 

Mr. Mrrcneii. There was no objection on your part? 

Mr. Brannam. That is right. I conveyed the message that I 
wanted to, to Mr. Bergson; I did not care whether that was in writing 
Ol orally, and his statement to me was that he would look into the 
matter. That letter of March 24, 1949, I believe might be the result 
of that. 

Mr. Mirenevi. That was your last conference with Mr. Bergson 
about that matter, was it? 

Mr. Branyam. No; I had one more conference with him. 

Mr. Miurrcueuy. About that matter? 

Mr. Brannam. About another matter. 

Mr. Mrrenevy. That finishes that phase, does it, Mr. Branham? 

Mr. Brannan. Yes. 

Mr. Mrrcneti. Then the chain of events that you have already 
described continued, that is, the conference with Mr. Borkland and 
your recommendations for prosecution and an FBI investigation. 
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Mr. Branuam. That is right, and my files then were turned over to 
Mr. Hodges, and I had nothing to do with it from then on. 

Mr. Mircueii. Now with relation to the time when the files were 
turned over to Mr. Hodges and this survey began, did you have any 
further conferences with Mr. Bergson ¢ 

Mr. Branuam. I did; one more. About the 17th of April 1949, I 
got a call to come to Mr. Bergson’s office. As I walked into his office 
he was on the telephone, and over to his right sat Mr. Underhill, his 
first assistant. I took a seat and waited for him to get off the telephone, 
and when he got off the telephone he said: “I understand you are 
going to fill up the District jail.” 

I said, “Well, has someone accused me of making that statement?” 

He said, “Yes.” 

I asked him if he would tell me who had accused me of that. 

He said,“*No, I will not.” 

I said that all 1 could say was that, “If anybody has stated I have 
threatened them, I will be very happy to confront them in your 
presence.” And I stated that I didn’t feel that I had authority to 
put anybody in jail. My authority is to recommend only. 

Mr. Mircuetit. What people were being discussed? Give us the 
balance of the conversation. 

Mr. Branuam. He said, “I am not going to tolerate threats.” 

1 reiterated several times I threatened no one. 

Mr. Mircnett. Do you know whether he was talking about the 
liquor case or the cement case, or what 

Mr. Brannam. He mentioned the liquor. 

Mr. Mrrevei.t. What did he say ? 

Mr. Branuam. Iasked who said I had threatened them, and he said 
the liquor people. 

About the last thing he said was that I had to go easy on the liquor 
people. 

I returned to my oflice. 

Mr. Mrrcnety. At that time your files were gone. Did you have 
anything to do with the liquor case? 

Mr. Brannam. Nothing, except miscellaneous complaints that 
would come in from time to time. 

Mr. Mrrcueiyi. Would you tell the committee about how this came 
up? Were there some differences pending in the District of Columbia 
at that time ? 

Mr. Branuam. There were three groups operating in Washington 
at that time, known as the Thrifty Group, the Value Group, and the 
Key Group. They would list a page of liquor products. 

Mr. Mircuett. In an advertisement ? 

Mr. Branuam. In an advertisement, yes. In the right-hand column 
they would have a list of stores. All of these stores subscribed to the 
price listed on that sheet. I was trying to break that up. I had all 
the people in. I had all the heads of the various groups and their 
attorneys, and I told them that they couldn’t fix prices that way. I 
threatened nobody. 

Mr. Mitcuei,. You did not threaten to put them in jail ? 

Mr. Branuam. No, indeed. 

Mr. MircHet.. But you did request them to stop this advertising ? 

Mr. Brannam. All three of them. I asked them to stop it. In 
fact the Value Group I think did stop, and the Key Group. 
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Mr. Mircneiy. Were those retail stores? 

Mr. Brannam. Yes, retail stores. 

Mr. Mrrceneti. That was part of the discussion that you had? It 
was about advertising? 

Mr. Brannam. I assume so. Mr. Bergson did not say who said | 
threatened them. 

Mr. Mitcuett. Was there any discussion about whether you would 
continue your work or not? 

Mr. Branuam. I asked Mr. Bergson to take me off the liquor com 
plaints: that I had been wrestling with the companies over the years 
and did not seem to be getting any place; and this conclusion was 
rather unpleasant and I would appreciate very much if he would take 
me off of it, unless he would support me. 

Mr. Mrrenen.. What did he say? 

Mr. Brannam. He said, “No; I am not going to take you off the 
liquor case, but,” he says “I do not want you threatening them.” 

Mr. Mircnetyi. Then you say you went back to your office, and then 
what ? 

Mr. Branuam. I went back and outlined to Mr. Hamill the sub 
stance of my meeting with Mr. Bergson, in the presence of Mr. Under- 
hill who did not open his mouth all the time. 

Mr. Mrrenetzi. Mr. Underhill was present during your conference 
with Mr. Bergson ? 

Mr. Brannam. That is correct. 

Mr. Mrrenetyi. And then you talked to Mr. Hamill, your superior, 
alone, you two? 

Mr. Branuam. That is correct. 

Mr. Mircuety. All right. 

Mr. Branuam. We agreed between ourselves that there was not 
much we could do concerning liquor and we might just as well play 
hands-off, except where we were forced to take a hand. 

Mr. Mircuet.. You were talking about the retail cases, were you ? 

Mr. Branuam. That is correct. 

Mr. Mrirceneity. And previous to that time, the file on the antitrust 
investigation had been taken from your hands? 

Mr. Branuam. That is right. 

Mr. Mircne st. And it was in the hands of these people who were 
making a survey ? 

Mr. BranuAm. That is right. 

Mr. Mircnett. What happened after that ? 

Mr. Brannam. About a week later, Mr. Underhill called me and 
said that he noticed that they were still advertising jointly and why 
did I not break it up. I told him that with my experience in Mr. 
Bergson’s office in the last week I did not think I would get very far 
in trying to break it up. 

Mr. Underhill, who has always been most cordial to me, suggested 
that I telephone Mr. William E. Leahy and tell him that he would 
have to stop his client from advertising jointly. 

Mr. Mrrcne... He represented one of these groups? 

Mr. Branuam. He represented the Thrifty Group. I told Mr. 
Underhill I would be very glad to tell Mr. Leahy what he said, that I 
did not care to volunteer anything more concerning liquor. He au- 
thorized me to call Mr. Leahy and quote him, which I did. As a 
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result of that they started advertising a sheet of products and they 
would list one store under each product. Of course I know that that 
was just a camouflage to get around the law, but that one man still 
fixes the price of all the products. 

Mr. Mircuey. You are talking about retail prices of those stores? 

Mr. Branuam. That is correct. 

Mr. Mircnetn. Was that the end of the matter? 

Mr. Branuam. That was the end of my experience with the groups. 

Mr. Mircuetnt. As time went on, this being the spring of 1949, did 
vou receive any further complaints or have anything further to do 
with liquor? 

Mr. Branuam. Oh, yes; I have had complaints off and on, in dif- 
ferent parts of the country. 

Mr. Mrrenety. Did you ever see the parties in this connection 
again? Was there any later conference ? 

Mr. Branuam. As a matter of fact, December 4, last, Mr. Hall of 
Cooper-Tyler Cooperage Co., Baltimore, Md.—— 

Mr. Mirconenr. Is that Kimball-Tyler Co. ? 

Mr. Branuam. Kimball-Tyler, yes. 

Mr. MITCHELL. That isa cooperage company ¢ 

Mr. Brannam. Yes. Erdman J. Hall came in and said that the 
Big Four was putting them out of business: that they refused to buy 
any of their products. It was just impossible for them to continue 
in business unless the Department of Justice proce ded to break up the 
cooperage monopoly by the Big Four. 

Mr. Mircuetn. Now, did you have any later discussions with Mr. 
Underhill or Mr. Bergson about this conference that you have de- 
scribed here, or any other conferences with them ? 

Mr. Branuam. No more with Mr. Bergson, except in about Janu- 
ary of 1951 Mr. Bergson was in my office—that is after he went into 
private practice—concerning a smal] complaint against Sylvania 
Electric Co., and the liquor question came up. I asked Mr. Bergson 
specifically if he thought there would be any litigation against the 
liquor industry and he said he felt confident not. 

Mr. Mircuenn. That was just an exchange of inquiries and reviews 
between you ? 

Mr. Branuam. That is right. 

Mr. Mircuett. Was it in any sense a dispute ? 

Mr. Branuam. No dispute at all. It was just a conversation. 

Mr. Mircuetit. Now the committee has heard you before and I 
should like to inquire of you concerning reports of your participa- 
tion in the preparation of a memorandum in May of 1952 by the 
Department of Justice, which memorandum was submitted to this 
committee. 

Will you state in short whether you were asked to subscribe to thut 
memorandum ? 

Mr. Branuam. I was. 

Mr. Mircue.u. Tell the committee what happened. 

Mr. Kratine. That was the memorandum put in in the opening 
statement ? 

Mr. Mircnety. Yes; I read excerpts from that this morning. You 
were here this morning, were you, Mr. Branham ? 

Mr. Branuam. Yes. 
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Mr. Mircuecs.. There was a charge of pressure being brought 
against you. I would like for you to state the facts. 

Mr. Branuam. On the morning of May 7 I got a call from Mr, 
Hodges’ secretary; it was requested that I meet with Mr. Hodges in 
his oflice at 10 o'clock. I went to his office at 10 o’clock and I found 
waiting to see him also Mr. George Comer, chief economist; Miss 
Margaret Brass, an attorney; and Mr. Elmo Flynt, an investigator. 

Mr. Mircnecyt. This conference that you had with Mr. Bergson 
concerning his statement about going easy with the liquor people, 
he was referril Y” to these local retail complaints ¢ 

Mr. Branuam. He never told me whom he had reference to. 

Mr. Mrrenens. Is that whom you were talking about ? 

Mr. Branuam. IT had no information as to who said I had threat- 
ened them. I did not know whether it was the Big Four or the Big 
Six or the local dealers or what. 

Mr. Mircuert. You did not have the antitrust file in your hands 
at that time? 

Mr. Branuam. No. 

Mr. Mircuety. And the case you were handling was the retail 
stores in Washington, D. C.? 

Mr. Branuam. That is correct. 

Mr. Mircuett. It is fair to say, then—— 

Mr. Branuam. But I had no idea who accused me of threatening 
them. 

Mr. Mircuetu. Is it fair to say this is a fair assumption? 

Mr. Branuam. Yes. 

Mr. Mircneti. Now we are back on this May conference. 

Mr. Branuam. We were called into Mr. Hodges’ office at 10 o’clock 
and he said, “I have a memorandum here prepared by Mr. Rashid 
and Mr. Flynt in ¢onnection with the Chelf congressional commit- 
tee—the Chelf committee.” He said, “I want you to read it, approve 
it, and initial it. If you do not approve, go down and see Mr. 
Baldridge.” 

Mr. Comer said, “Now?” 

Mr. Hodges said, “Yes; now.” 

When we finished reading the memorandum Mr. Comer indicated 
some dissent and I said, “I agree. I do not agree with the substance 
or the conclusions. I cannot sign it.” 

Mr. Hodges immediately said, “Ernest, you have been doing a lot of 
talking over the years that there has been a liquor case, but you have 
never stated that in writing.” 

I stated, “I have written a great deal of memoranda over the years 
and I would be very happy to supply Mr. Baldridge with copies of 
any of the memoranda that I have available.” I got up and walked 
back to my office, walked down the hall with Mr. George Comer—— 

Mr. Mircnetn. Before you go into that, was there a question on 
whether you agreed on your writing a memorandum setting out your 
views? 

Mr. BranuAm. He wanted me to put something in writing. Well, 
} 


he said, “Give me these copies back.” 
He took back the copies of the memoranda that he passed out. to 
allof us. Weall handed them back to him. 
Mr. Mirene tut. And the conference ended ? 
Mr. Branuam. That is right. 
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Mr. Mitcuett. When was the next contact you had with Mr. Hodges 
or anybody else in authority about the matter ? 

Mr. Branuam. I went back to my office and I got my memorandum 
of November 18 which you referred to and took it up to him. I said, 
“You made the statement that I never put anything in writing.” I 
said, “Here is a memorandum where I recommended a grand jury in- 
vestigation in 1948 and also that the civil end of it be pursued further.” 

Mr. Mircneuy. This was a short time after you were talking with 
Mr. Hodges? 

Mr. Branuam. Within a half-hour. 

Mr. MrircH ett. And ju st the two of you were talking ? 

Mr. Branuam. That is right. 

Mr. Mircuetu. What else was said? 

Mr. Branuam. That was about all. I went back to my office and 
dictated a memorandum to Mr. Hodges in which I reaffirmed all of my 
previous recommendations that the matter be pursued further, that I 
was not satisfied with the previous investigation, and that I thought 
the matter should be looked into further. I quoted Mr. Hodges’ state- 
ment to me that I had been doing a great deal of talking but had never 
put anything in writing. That memorandum was sent around about 
the last hour of May 7. 

Mr. Mircne i. That is the same day? 

Mr. Branuam. The same day. The first thing on the morning of 
May 8 I got a call from Mr. Hodges. 

Mr. Mircuerz. Did you say anything in that memorandum about 
changing your mind ? 

Mr. Branuam. I have it here. 

Mr. Mircnetn. Just read the last part of it. 

Mr. Brannam. The last two paragraphs, the first one in which I 
quote Mr. Butz’ conclusion. 

The foregoing prophecy which I collaborated with Mr. Butz in preparing of my 
experiences in the liquor industry is a most accurate one. I am on record of 
having these views concerning the liquor industry. I cannot change these views 
now. 

I deeply regret the apparent feeling of impatience directed at me because of 
my different views. I have no criticism to make of the other members of the staff 
for their views. My views are my own and I cannot change them orally or 
otherwise. 

Mr. Keatine. Would it be all right at that point, Mr. Mitchell, to 
have in here the conclusions of Mr. Butz that he refers to in the first 
paragraph he read? 

Mr. Mrrcnetn. Yes. The last paragraph of the Butz memorandum 
to which you refer reads as follows: 

Thus, with names, stocks, and facilities in the control of the Big Four, such 
competition as may exist must exist between them. 

Mr. Brannam. Mr. Mitchell, I think you are reading my quotation. 

Mr. Mircnetn. No; it is just the preceding page. Is that right? 

Mr. Brannam. Yes: that is right. 

Mr. Mrrcney (reading) : 

Thus with names, stocks, and facilities in the control of the Big Four, such 
competition as may exist must exist between them. Will they be in competition 
or accord? One can only say that time and circumstance seem most propitious 
for the latter— 


this meaning “accord.” 
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So you quoted that as part of the previous memorandum ? 

Mr. Branuam. That is right. 

Mr. Mrrenevy. And then there are the last two paragraphs. Thank 
you. 

Now what, if anything, happened after that? Did you have any 
more discussions about this matter? 

Mr. Branuam. I thought I was complying with Mr. Hodges’ re 
quest of me by summarizing my views; I thought if he wanted 
Mr. Baldridge to have my views he could pass along a copy of 1 
memorandum to him. 

On the morning of May 8 I got a call from Mr. Hodges, in whic! 
he asked me to come to his office. As I walked into his office he said 
he had read my memorandum and resented my insinuations and that 
he resented my disobedience of his instructions the day before by not 
writing a memorandum to Mr. Baldridge and set forth wherein I 
differed from the memorandum which he asked me to initial the day 
before. 

I told him that it was impossible for me to set forth my differenc 
in view of the fact that he had taken the copy from me. I am sure he 
took it from all of them. 

He spoke in very violent terms. 

Mr. Mrrconent. What did he say? 

Mr. Brannan. He said, “We don’t want people around us who 
disobey orders,” and he said that I had been a constant gripe against 
various individuals in the Division and accused them of being in 
conspiracy with the various big companies, and so forth, which was 
the reason that the Department would never pursue the matter any 
further. 

Mr. Mirenei.. Was that the end of that? 

Mr. Branyam. No. 

Mr. Mrreneyi. Did you keep a copy ? 

Mr. Brannam. Yes; and for me to set forth my views to Mr. 
Baldridge. 

Mr. Mrrcneiy. That was that day? 

Mr. Branuam. Yes, that was that day. 

Mr. Mircueiy. Was there a telephone call 

Mr. Branuam. Yes, I took the memorandum and went back to 
my office and within the hour I got a call from him in which he 
stated, “I just want to ask you one thing more”—of course I was 
still very emotionally upset. He said, “You have made the state 
ment that you could not change your views.” He said, “I just wanted 
to ask you, has anyone in the Division attempted to persuade you 
to change your views?” 

I said, “I have charged no one with anything.” That is the sub 
stance of what I said. 

Mr. Mircuenyi. Then did you prepare this memorandum ¢ 

Mr. Branuam. I prepared a memorandum to Mr. Baldridge in com- 
pliance with Mr. Hodges’ request. 

Mr. Mrrcneiy. Now following that, was there any conference be 
tween you and the personnel officer ? 

Mr. Brannam. Yes. On the early afternoon of May 8—— 

Mr. Mircenei.. This is the same day? 

Mr. Brannam. Yes; I was considerably disturbed and- made an 
attempt to see Mr. Leroy McCauley, our administrative officer, and 
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asked him if charges had been filed against me; that Mr. Hodges 
indicated that he did not want me around the Department if I did 
not obey orders. 

He said, “No”; that no charges had been filed against me so far. 

In the meantime—lI had telephoned Mr. McCauley on the 8th but 
I did not get to see him until the next day—in the meantime I had 
telephoned my Senator and I made an appointment to see him at 
12: 15 of the 9th. I outlined to him the entire episode. 

Mr. Mircuetyi. Going back to the conference with McCauley, did 
you say anything to him about that? 

Mr. Branniim. About my meeting with the Senator? 

Mr. Mircnenn. Yes. 

Mr. Brannan. I did. 

Mr. Mircnuetit. Mr. McCauley told you no charges had been pre- 
ferred against you. Did you make any other comment to him! 

Mr. Branuam. I believe I said that I did not care to be a second 
Caudle by signing a memorandum that I thought was wrong, that did 

not represent the facts as I knew them, and I could not with good 
conscience subscribe to it. 

Mr. Mircueiu. At that time you did know that a memorandum was 
required of you to be sent to Mr. Baldridge and you had a copy of the 
one in question and you had done that, had you? 

Mr. Branuam. That is right. 

Mr. Mrrcue... Was that the end of that until this committee called 
to ask you what had gone on about that? 

Mr. Brannam. That is correct. 

Mr. Cue r. I believe you stated, Mr. Branham, in your executive 
testimony that when you were called back into the office of Mr. Hodges 
that you made substantially this statement. I will read you what you 
have previously stated and I wish you would answer whether this is 
correct or incorrect : 

Mr. MITCHELL. Before you go further, we will go back to that conference. 

That is to say the conference between you and Mr. Hodges. 


In that conference did you tell Mr. Hodges that he had humiliated you? 

Mr. BRANHAM. I went back to my office. Within a half an hour the telephone 
rang and he said, “I just want to ask you one question.” He said, “you stated 
that you couldn’t change your mind. Has anybody tried to change your mind?” 

I said, ““Well, you be the judge as to whether anybody has.” I said, “I think 
your attack on me is a little short of intimidation.” 

Is that correct ? 

Mr. Branuam. I do not think that is correct. I was very emotion- 
ally upset at the time, even including the day I testified. 

As I recall, the substance of my answer to him was, “I have charged 
no one with anything.” There were some other remarks made, but I 
am not mentally clear enough to verify just what I did say, but I do 
know that I said that I had charged no one with anything. I would 
like to have that stricken if I may. 

Mr. Cuetr. Mr. Branham, I will read you another statement from 
the executive sessions that had to do with this same controve rsy be- 
tween yourself and Mr. Hodges. 


Mr. BraNuamM. I told him what had happened. I said, “Hodges and I had a 
blowout yesterday and I told him why.” 
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That was a conversation you were having with Mr. McCauley with 
respect to your conversation with Mr. Hodges: 

I id, “I refused t ign a memorandum which he tried to make me sign and 
he rest s the fact that I did not sign it.” 

Did you make that statement ? 

Mr. Branuam. The statement that he tried to “make” me sign was 
his whole attitude by saying that he did not want me arov™d him if 
I did not obey orders, and his whole manner in the beginning until the 
end, I thought, was suflicient pressure to constitute an attempt to 
compel me to sign Il 


Mr. Cuerr. Did you feel that it was pressure, and did you feel you 
had been intimidated ¢ 
Mr. Branuam. I definitely did, because they made it so unpleasant 


for me that l had to dis uss the matter with some body. 
Mr. Cuer. I wish you would go into that porti ion of your testimony 
in which you had to say that, “They are not going to make a Caudle 


out of me by making me sign something of which ] know nothing.” 

Would you please give us that again ¢ 

Mr. Brannam. As I recall again, my statement to Mr. McCauley 
was that I did not care to be made the goat, or words to that effect, 
by signing something where I did not know what it was all about, 
because I did not subseribe to any portion of that memorandum which 
Mr. Hodges asked me to sien. 

Mr. Cuetr. Right along about that time, I will read you another 
statement that you made in executive session, and I would like to ask 
you about it. 

In reply to a question put by Mr. Mitchell—no, this is a statement 
by Mr. Mitchell: 

Mr. Mitcuetr. Up to this point this is all relating to a memorandum which 
was prepared for submission to this subcommittee of the Congress. 


And the answer of Mr. Branham: 

Yes, which was a whitewash of everything that had happened in the industry. 

Is that substantially correct? 

Mr. Branuam. That is my conclusion, yes, that it was a white- 
wash. 

Mr. Curtr. That was your opinion then, and is it your opinion 
now ¢ 

Mr. Branuam. It is. 

Mr. Cuetr. Is that what you refused to subscribe to? 

Mr. Branuam. It is. 

Mr. Cuetr. As I understood you, Mr. Branham, during your exec- 
utive testimony, you made the statement that “after March or April 
of 1949”—no, this is a statement put by counsel : 

After March or April of 1949 when you turned this over to Mr. Hodges and 
Mr. Hodges took these files from you, did you work on the liquor thereafter? 
Your reply was: 

Nothing except miscellaneous complaints. 

Is it clear in your testimony here today that certain files were taken 
from you or that you were relieved of the files that had to do with 
the liquor industry ¢ 
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Mr. BRANHAM. I was relieved of t h files th: had to do with the 
liquor industry and I also supphed Mr. Ho iene with private memo- 
randa that I had in connection with—that is, my personal copies of 
memoranda that I had written—investigations. I had the cooper 
files and also the liquor files on my desk which were turned over to 
Mr. Hodges: 
Mr. Curr. I would like to read you another quote: 


Congressman, I have pleaded and I have done « hing i 
get a liquor Case started but you know every time I e tried to get I bI 
investigation they would even block that. There has never been an FBI inve 
gation of the liquor industry except the limited investigation of the cooperage 
industry. 

That was your testimony in executive session. 

I wonder if you would elaborate a little more on that and give 1 
more detail on the FBI investigation. What you § iid in \ Ly of 
recommendation, what facts if any you used to Justify such investi- 
gation, and what was done if anything as a result of your recomm 
dation. 

Mr. Branuam. In my November 18, 1948 memorandum, I asked 
for a grand jury investigation. Then Mr. Bor t called me in and 
asked me if it would be ener, if » hi: . FBI investigation. 
I said, viel | is perfectly agi eable. What 1 want San ihvestigat on,” 


because I was not satisfied with the inve stigations that had been made 
prior tothat time. In my memorandum of March 1949 . to the Federal 
Bureau of In vestigation, I asked for a comp vlete Investig: ition, which 
Mr. Bergeson as I understand, never signed. 

In my conference with Mr. Sonnett in 1947, I asked that there be 
ho prosee ution of the liquor companie s from the « ‘ooperage sta ndpoi nt 
alone, that I thought it was a matter that could be tied in with the 
liquor monopoly. I was hoping that Mr. Sonnett would authorize me 
to request the FBI to make a complete investigation, but I never heard 
of it. I never heard from him. Then I directed my memorandum of 
March 24 to Mr. Bergson in which I recommended an FBI investiga- 
tion, and sent along with that memorandum a memorandum to the 
Federal Bureau of Investigation which he refused to sign. 

Mr. Cueitr. How long, Mr. Branham, would you say that you have 
worked with this particular problem of the liquor industry? That 
is to say, how long have you been—— 

Mr. Branuam. I started working with it briefly in 1944 and I han- 
dled the Seagrams end of the investigation only. I consulted with 
Mr. Butz at the time he was making his summary, by analyzing cer- 
tain materials which I had sent down from the Seagrams office. I had 
nothing more to do with liquor until about 1946 when I was put on the 
Cooperage case. 

When I concluded the cooperage investigation I was assigned to 
Small Business in which I had numerous complaints of all types, up 
until Mr. Hodges’ survey of 1949, because we were the ones that 
miscellaneous complainants could come in to and talk to about their 
problems. 

Mr. Cui LF. Were these comp! unts from small distillers and cooper- 
age plants throughout the country ? 

Mr. Branu \M. Some were from smal] clistillers, some were from 
coopers, some from independents, some from liquor dealers and dis- 
tributors. We had all types. 
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Mr. Curetr. Were these complaints few or many in number / 

Mr. Brannam. They were many in number. 

Mr. Cuexr. Over the period of time that you have handled the so- 
called liquor matter within the Department have you had occasion to 
write many memoranda about it / 

Mr. BrannamM. Yes, I have written a great deal. I introduced 

vidence the other day I think about 8 or 10, 

Mr. Cuenr. Have any of your recommendations ever been acted 
upon favorably ? 

Mr. Branuam. Not a one. 

Mr. Cuetr. Any questions, Mr. Keating 

Mr. Keatine. Were these comp aints | whic ‘h you characterize as 
“many in number” in turn brought by you to the attention of your 
superiors / 

Mr. Branunam. Yes; I have brought them to the attention of Mr. 
Hamill and I have written a great deal of memoranda. On most 
of them I did not write any memoranda because I did not think it 
was any use. 

Mr. Keatina. In a great many of these memoranda, which you 
have spoken of roughly as 8 or 10 in number, recommending some 
action, have you referred to some of these complaints ? 

Mr. Branuam. I think so. I have here some of my previous rec- 
ommendations, one dated April 23, 1948, one dated March 16, 1948, 
another dated November 5, 1948, another November 18, 1948, another 
dated March 24, 1949. Nothing has ever been done. 

Mr. Keatine. Did you keep copies of those memoranda ? 

Mr. Branuam. | started keeping copies along about 1947 or 1948 
when I got into small business work. Prior to that time I wrote a 
great deal of memoranda, of which I did not keep copies. 

Mr. Keatine. Those were sent to general files / 

Mr. Brannam. That is right. 

Mr. Keatine. Of those you do not have copies ? 

Mr. BranuaAm. That is right. 

Mr. Keatine. But a number of those recommended some positive 
action. 

Mr. Brannam. Recommended that the investigation be pursued 
further so that we would know whether or not there had been any 
violation of the antitrust laws. 

Mr. Keating. So far as you know, no attention was ever paid to 
any of these memoranda? 

Mr. Brannam. I never heard of any. 

Mr. Keating. You spoke with reference to the whole situation in 
the District of Columbia, of one man fixing retail prices of liquor in 
the District. You considered that an investigation would disclose 
that fact, did you? 

Mr. Branuam. Well, definitely. In fact, as I recall the man 
admitted it tome. In fi e t, the record spoke for itself because he made 
up this sheet listing a bunch of products over on the left-hand side 
of the sheet and on the right-hand side was a list of the dealers who 
subseribed to those prices. I introduced two documents in evidence 
which showed that. 

Mr. Keatine. Do you know whether or not that condition still 
exists ? 





INVESTIGATION OF THE DEPARTMENT OF JUSTICE 39] 


Mr. Branuam. It existed as of the time I testified in executive 
session. For example, there were two advertisements. I think there 
were 11 products listed on a sheet. Over on the right-hand side of 
the sheet were 22 stores, but under each product was the name of one 
store, and I am wondering what the other stores subseribed to. I 
assume they all subseribed to the price described on that advertisement. 

Mr. Keatrine. At the time you testified in executive session—that 
was only 2 or 3 weeks ago, Was it / 

Mr. Branuam. It was the 14th of May. 

Mr. Kearinc. You spoke of the conversation that was brought to 
you from someone in the industry that a highly placed Justice Depart- 
ment official had assured the indus try that no action would be taken 
in these cases because of political contributions which had been made. 

Mr. Brannam. That is right. 

Mr. Keatine. I do not want to interfere with counsel’s line of ap- 
proach, but about when was that? 

Mr. Branuam. That was immediately after the 1948 election, be- 
cause I remember discussing the outcome of the election with Mr. 
Bergson at that time in connection with these contributions. 

Mr. Kratine. It was about the time that you discussed the outcome 
of the election with Mr. Bergson that you had this conversation with 
someone in the industry where this story was brought to you? 

Mr. Branuam. That is correct. 

Mr. Keating. Was the person who had brought the story to you, 
who was active in the industry, identified in anyway with either of 
the political parties ? 

Mr. BranuHam. Identified with what ? 

Mr. Kearrne. Identified in anyway with either of the political 
parties ¢ 

Mr. Branuam. Not officially. 

Mr. Keating. Except as a money raise rf 

Mr. Branuam. Except as a money raiser, I would say. 

Mr. Keating. He was a money raiser for what party ? 

Mr. Brannam. The Democratic Party. 

Mr. Kearine. That is all. 

Mr. Cuetr. Mr. Hillings. 

Mr. Hitxirne@s. I have no questions. 

Mr. Cuetr. Mr. Kennedy. 

Mr. Kennepy. I have no questions, Mr. Chairman. 

Mr. Mrrcneii. After your testimony, sir, did you write a memo- 

randum to the Acting Attorney General on May 21, 1952? 

Mr. Branuam. Yes. 

Mr. Mircuerzt. Will you look at this paper? The chairman sug 
gests that that be read into the record. Do you identify it as a copy? 

Mr. Branuam. I do. 

Mr. Mircuetr. Will you read it, please, into the record. 

Mr. Branunam. A memorandum to the Acting Attorney General. 

Mr. Mitcneit. Dated what? 

Mr. Branuam. May 21 

This has reference to your memorandum of May 21, 1952, in which you state: 

“T have read your memorandum dated May 16, with the accompanying docu- 
ments. It states that vou answered the questions asked you by the subcommittee 
to the best of your ability. I would like to have a supplemental memoran 
from you in which you inform me exactly what you testified to before the 
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mittee; what questions you were asked and what answers you made, so far as 

u can recollect.’ 

At the conclusion of my testimony, on Wednesday, May 14, which was under 
subpena, under oath, and in executive session, I was instructed by the com 
mittee not to divulge to anyone the substance or nature of my testimony 

After receiving your memorandum today, I checked with the committee as 
to its position under the circumstances. I have received instructions, throug! 
the chairman, in which the committee has reaffirmed its previous instructions 

! not to divulge the nature of the substance of my testimony In view of 
ese circumstances, which are beyond my control, IT am compelled to respect 
fully refer you to the committee for any information which you desire con 
Cel ng my testimony or the episode referred to in ny memorandum to you of 
May 16. 


Mr. Mrrcnenn. Is that the end of it? 

Ir. Brannram. That is the end of it. 

Mr. Kearina. Mr. Herbert Bergson has tiled with the committee 
today a statement which has been made a part of the record which 
apparently refers to the episode to which you have testified in which 
it was said that Mr. Bergson told you to go easy with these liquor 
fellows, and he says: 


it 
Vil 


A report was made to me that Mr. Branham had summoned one of these groups 
and its lawyer to his office and, to use a phrase which has recently been well 
publicized, “mentally horsewhipped him’; that he had threatened them with 
imprisonment if they would not abandon cooperative advertising. 


Did you ever threaten anyone with imprisonment if he would not 
abandon cooperative advertising ? 

Mr. Branuam. Definitely not. I never felt IT had authority to put 
anyone in jail. I am not a peace officer. Iam not a grand jury o1 
anvthing like that. I never considered that I liad such authority 

Mr. Keating. And you told Mr. Bergson that ? 

Mr. Brannam. I told him that I did not have authority to put any 
body in jail. I showed Mr. Bi reson every respect I could. 

Mr. Kearine. Mr. Bergson states in his statement : 

When I received this report, I became quite disturbed I calle! Mr. Brat 
ham to my office and confronted him with these facts. He did not deny the 
in d nt 

Mr. Brannam. That is an unmitigated falsehood. 

Mr. Keatrne. That is all. 

Mr. Mircneirt. Will you hold yourself available, please ? 

Mr. Brannam. Yes. 

Mr. Mirenecri. Mr. Edward Williams, of the Department of Jus- 
tice, has asked me to let the record show, Mr. Chairman, that Mr. Ed- 
ward Hodges is here and has asked, but was refused, leave to answer 
Mr. Branham’s testimony as to this alleged intimidation, and that is 
true. May the record so show that the committee ruled that M1 
Hodges would be heard in the order approved on Friday. 

Mr. Honers. May I approach the committee just a minute ? 

Mr. Cuetr. If you have anything you want to write out, we would 
be happy to question Mr. Branham about it at this time. However, 
in all fairness, we have refused one witness the opportunity to inter 
rupt the orderly procedure here. If there is anything that is trou 
bling you that Mr. Branham has said and you want to have ques 
tions put to him, we would be happy to do it for you, if you feel they 
are pertinent. 


Mr. Hopers. Many statements he has made are absolutely untrue. 
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Mr. Keatine. Now wait a minute, Mr. Chairman. The witness has 
not been sworn. 

Mr. Cuetr. Are there any questions you would like to submit to 
counsel that we could in turn interrogate Mr. Branham on? 

Mr. Hopers. Could you let me ask one question ¢ 

Mr. Cuetr. If you will please write it out, I will allow Mr. Mitchell 
to ask a question. 

Mr. Branham, will you please sit back down and let Mr. Mitchell 
p gu this question. 

Mr. Mircuett. I think this will satisfy it. The question: 

If Mr. Collier was told by the Justice Department officials at the beginning of 
this investigation that Mrs Branham held different views concerning the 1943 
and 1944 investigation than that of other members 

Does that satisfy you? 

Mr. Hopers. Not entirely. 

Mr. Cuetr. Are there any other questions you would like to submit 
to the committee to be propounded to Mr. Branham? I am willing 
to delay the proceedings here. 

Mr. Hopncrs. Let me Say this. 

Mr. Cuecr. The only thing is, Mr. Hodges, please, we have to abide 
by our rules. In all fairness, if you have a question that you would 
like, through the medium of, Say, cross-examine ition, to propound to 
Mr. Branham at this juncture, I will be h: ae py to have you write it out 

and will have Mr. Mitchell or myself put it to the witness. 

Would you please do that for us? 

Mr. Hopers. I suppose he will give you the same answer he gave 
before. 

Mr. Cuexr. Of course we cannot get into that, but you, sir, shall 
have an opportunity to be heard. 

Mr. Hopers. After the press has put his testimony all over the 
country. 

Mr. Cuetr. We have to have some orderly procedure here, and i 
there is any question that perti uns to his test tmony we will be on ly too 
happy to propound it to him. 

Mr. Hopaes. After it is all in the newspapers, then tomorrow I can 
testify. Iam justamazed. That is all I have got to say. 

Mr. Cuetr. I do not know of a trial I have ever attended in my life, 
in certainly my 21 years, where you were trying to adduce proof on 
one side and you intermingle the defe1 nse on the other. 

Mr. Hopeers. I did not know this was atrial. I thought it was an 
objective fair investigation. 

Mr. Cuetr. We are trying to use some semblance of courtroom pro- 
— in that you cannot Jump from the defendant to the plain tiff, 

back and forth and back and forth. No one would know what was 
going on. 

If there is any Lee that you want to submit, we will be happy to 
look it over. and if IS pe rtinent we will be glad to present it to the 
witness. 

Mr. Honces. I do not want to say anything more. IT just thought 
objectivity and fairness took precede nee in this we ring above court 
proc edure. 

Mr. Cuerr. I am sorry if you think this committee is unfair. Of 
course, that is your opinion and I cannot correct that. 

Mr. Hopars. That is true. 
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Mr. Cuetr. Mr. Hamill, do you solemnly swear that the statement- 
you are about to make on this occasion will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Hamu. I do, sir. 


TESTIMONY OF CHALMERS HAMILL, CHIEF, PROCUREMENT 
REFERENCES AND SMALL BUSINESS UNIT, UNITED STATES 
DEPARTMENT OF JUSTICE 


Mr. Mrrcenety, Will you state your name and address, please? 

Mr. Hamitz. Chalmers Hamill, 2300 Connecticut Avenue, Washing 
ton, D. C. 

Mr. Mircuetn. What is your position in the Department of Justice ? 

Mr. Hamitz. I am with what is now called the Procurement Refer- 
ences and Small Business Unit, sir. 

Mr. Mircnexy, Are you the head of that section, or unit ? 

Mr. Hamm. I am, sir. 

Mr. Mrreney. It is called a unit, is it? 

Mr. Hamu. It is. 

Mr. Mrrcueiy, How long have you been head of that ? 

Mr. Hamity. Since February 1947. 

Mr. Mitcueti. What work does that unit do? 

Mr. Hamirx. That unit handles complaints of small businesses which 
have an antitrust angle, or phase, in which there is a possibility of 
obtaining individual relief for the complainant, and which is not of 
sufficient scope or connection with presently current investigation in 
the Antitrust Unit to warrant any antitrust, as such. 

Mr. Mircuety. It is for direct treatment, then ? 

Mr. Hamu. That is right, sir. 

Mr. Mrrcneii. Have you gotten some complaints since 1947 relating 
to liquor ? 

Mr. Hamitx. We have, sir. 

Mr. Mrrcenetit, Who would handle those complaints upon their 
receipt ! 

Mr. Hamiwy, Mr. Branham, I think, handled all of the liquor com- 
plaints with the exception I think of perhaps one. 

Mr. Mrreuett. Who handled that one? 

Mr. Hamitw. Mr. Gordon Grant. 

Mr. Mrrcuety. Were these matters handled by Mr. Branham under 
your supervision, sir? 

Mr. Hamitn. They were, sir. 

Mr. Mireneca. Did you initial or permit the writing of memoranda 
from time to time? 

Mr. Hamu. I did, sir. 

Mr. Mrreneru. And the taking of action with complainants or with 
those com] lained against ? 

Mr. Hamiunsz. I did, sir. 

Mr. Mrrcnetn. You approved what he did? 

Mr. Hamiti. I did, sir. 

Mr. Mircnett. Do you have in mind any complaints relating to 
cooperage that may have been handled in that same way since 1946 or 
1947? 

Mr. Hamite. Yes. There was a complaint brought to us by a 
gentleman by the name of Birkus. He is the head of a small-business 
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association with their headquarters in Chicago. Mr. Birkus brought 
in a cooperage manufacturer from Chicago who outlined the situa- 
tion of the cooperage industry. 

Mr. Mircuett. Was this man a maker of bourbon- type cooperage 

Mr. Hamitu. He was a maker of bourbon-type cooperage. That is 
very distinct from the loose cooperage that is used in other fields. 

Mr. Mircueit. That man you are talking about is T. O. Johnson, 
who had to do with slack cooperage ? 

Mr. Hamu. I do not think so. I think he had to do with tight 
cooperage because it was at that time that, as I recall it, the cooperage 
problem had swung from the point of a shortage of cooperage to a 
surplus of cooperage. 

Mr. Mircueiyt. And were not the big distillers taking their excess 
that they did not use for tight cooperage—the big distilleries—the 
excess they did not need for tight cooperage and selling it.in com- 
petition with the slack cooperage or oil cooperage? 

Mr. Hamutz. That is correct. He may have been a slack-cooperage 
manufacturer. 

Mr. Mrrcnetn. The man came in, anyway. 

Mr. Hamiiy. He came in. 

Mr. Mrrenetn. And he did complain? 

Mr. Hamm. He did, sir. 

Mr. Mrrcueiti. And what did you do with him? 

Mr. Hamu. I think Mr. Branham wrote a memorandum on the 
subject and it was at a time when we, as I recollect it, could do very 
little, if anything, for the men. I think we explained to them that 
we were unable to promise them any relief, that we would do anything 
we could for them, but under the circumstances we did not feel we 
could get them any relief. 

Mr. Mitcuety. Do you recall an occasion in the fall of 1948 when 
Mr. Branham wrote a recommendation for grand-jury inquiry into 
the liquor industry ? 

Mr. Hamu. I do. 

Mr. Mircue.t. Was that approved by you, sir? 

Mr. Hamitx. It was. 

Mr. Mircueti. And then there were later memoranda in 1949. 
Did you also review and approve those ? 

Mr. Hamuts.. I did, sir. 

Mr. Mircuetyt. Do you recall a time in the month of April 1949, 
or thereabouts, an occasion when some complaints were returned 
concerning pricing of liquor in the District of Columbia, Mr. Hamill ¢ 

Mr. Hamu. I do, sir. 

Mr. Mircuetst. Will you tell the committee what you recollect about 
that and what happened? 

Mr. Hamiti. There were two distinct types of complaint. One of 
them was from Milstone, the Acme store on Pennsylvania Avenue, to 
the effect that Atlantic Distributors had knifed them—that is Mil- 
stone—that either Atlantic was discontinuing the sale of all of their 
products to Milstone or that they would discontinue if sales were 
made under the suggested retail prices. 

Then there were complaints concerning another type of price-fixing 
activity. There were seven groups of retail establishments in the 
city of Washington. In each group there were a number of retail 
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stores that were banded together by an arrangement for advertising 
identical priees on a large number of items. 

Mr. Mircnecn. These were retail stores? 

Mr. Haminyi. These were all retail stors. There were the three 
groups. ‘The Thrifty Group, the Key Group, and I have forgotter 
the name of the third group, but there were three groups, each han 
dling a separate—— 

Mr. MircHe.y (interposing). Was it the Value Group? 

Mr. Haminn. That is right, sir. Thank you. They each handled 
a separate line of products. Each group advertised their line of 
products and all stores agreed to sell each product so advertised it 
a named price. Complaints were made to us by other retailers thit 
that was a price-fixing arrangement which was definitely in violation 
of law and also definitely destructive to their businesses. 

Mr. Branham—I referred the matter to him—Mr. Branham took 
the matter - with each one of those groups. 

I think it was in connection with his handling of one or more of 
those aie that he had this conversation with Mr. Bergson in which 
Mr. Bergson indicated to him—so Mr. Branham told me; I was not 
present at that talk between Mr. Bergson and Mr. Branham— 

Mr. Mrrenen.. He reported it to you? 

Mr. Hamitnt. He reported it to me. 

Mr. Mirenen.. Shortly afterward? 

Mr. Haminyt. Immediately after he came from Mr. Bergson’s office. 
He came to me and told me that Mr. Bergson had told him that we 
were fvoinge to have to go easy on the liquor people. 

Mr. Mrrcnety, That is those retail stores in the District of Co- 
lumbia ? 

Mr. Hamu, I think so. 

Mr. Mrrcenevn.. That is what you understood ? 

Mr. Hamiti. That was my understanding at the time. Therefore 
from that time on, we did very little in the way of attempting to bring 
about any relief for individual complainants in that field. 

Mr. Mircne.x. Did you get more complaints later on? 

Mr. Hamity. Yes, I think we did. I think we got complaints from 
Washington and we also got complaints in some of the field offices about 
the price-fixing arrangements that were complained against in some 
of the field offices. 

Mr. Mirene... Now, going back over these years since you took on 
this work—was it 1946? 

Mr. Hamity. It was February 1947. 

Mr. Mircnetn. Do you recollect that you did receive other com- 
plaints in your department relating to practices of the Big Four? 

Mr. Hamu. Yes. 

Mr. Mrreneti. Did you regard those complaints as coming within 
the work that you ordinarily do in the Antitrust Division ? 

Mr. Hamitt. Yes, of course, because as a matter of fact in the Small 
3usiness Unit we do nothing except such work as properly comes to 
the Antitrust Division. 

Mr. Mrrcneiyt. Was one of those cases the Webb City case? 

Mr. Hamu, That is right, sir. 

Mr. Mrrcnetz. Did that complainant come to you asking for your 
help? 


Mr. Hamitu. He did. 
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Mr. Mrrenes. What oy ope 

Mr. HAMILL, The Webl City store had been selling the products of 
Hiram Walker, Schenley, Seagrams, for a number of years. They 
are a cut-rate store : and they had: alwe rysSc ut the rates on those products. 
These facts as I am stating them now are those that were related to 
me at the time. 

In 1949, I think—TI think it was 1949—the distillers started to enforce 
the Florida Fair Trade Law. They got a contract with a distributor 
or retailer in the State of Florida and thereupon notified Webb City 
that they would no longer sell them because they were cut rate. Webb 
City in the meantime had started an action in the State court to test the 
validity of the Florida Fair Trade Law. 

Hiram Walker first, as I recollect it, and later joined by one or more 
of the Big Four, went into the Federal Court and sought an injunction 
against Webb City from the sale of their products. 

Mr. Mitrcurty. At the cut price! 

Mr. Haminy. At the cut price, yes. Mr. Branham and I talked the 
thing over. He prepared an application to the district court for a 
leave to file a brief amicus curiae. He prepared the brief and we 
were successful in getting it approved a sent it to the district 
attorney in Florida for filing in the Federal court. 

Mr. MircHe.i. You say you were successful in getting it approved. 
Who approved it 2 

Mr. Hamiti. Mr. John Ford Becker was the first assistant to Mr. 
Sonnett who was then the United states attorney In charge of tl 
Antitrust Division. Mr. Sonnett was not in his office. He was quite 
sick for quite a while and he was out a great deal and Mr. Becker was 
acting for him. 

Mr. Mircneiy. You were pleased about getting that approval ? 

Mr. Hamintn. Very much so. 

Mr. Mirenett. Do you know whether or not Mr. Branham wrote 
a number of memoranda relating to complaints brought against the 
liquor industry? Do you know that? Do you know if he has pre- 
pared these various memoranda that have been testified to? 

Mr. Hamitit. Of my own knowledge I know of the memoranda 
he has written since he became a member of the Small Business Unit 

1 April of 1947. 

Mr. Mrrcnetn. Drawing your attention to May of 1952, you testified 
before an executive session here that a difference arose between Mr. 
Branham and other officers inthe Department. Did that come to your 
knowledge ? 

Mr. Hamitu. As I told you then and as I say now, it came to my 
knowledge only from Mr. Branham. 

Mr. Mircneti. What did you observe? 

Mr. Hamitui. I did not observe anything. He told me various things 
that happened. 

Mr. Mircuetn. You did not participate in it at all? 

Mr. Hamirx. I did not participate in any way, sir. 

Mr. Mrrcuety. I have asked you before and I will ask you again 
now, if you please, sir, this question: I said that the committee has 
received a statement from the Department of Justice along in May, 
1952, saying “Furthermore, the Division has received no complaints 
of monopoly or conspiracy during the 5-year postwar period.” That 
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is the statement that they made, and I ask you whether or not that 
is a correct statement of fact. 

a Hamity. Well, I should not call it a correct statement of fact, 

, because we did receive complaints during the postwar period. 

A Mrrcenett. And you regarded those complaints as relating to 
monopoly and conspiracy, did you not ? 

Mr. Hamine. I did sir. May I add one statement to that? 

Mr. Mrrcne.y. Of course. 

Mr. Hamunt. I want to call the committee’s attention to the fact 
that our Small Business Unit is a very different type of administra- 
tive treatment from the standard, normal, antitrust procedure. 

Mr. Mrrcne... Go ahead and state it. I am sure we would like to 
have it in the record. 

Mr. Hamu. We in the Small Business Unit are not a litigative or 
prosecuting unit in any sense. We are not charged with any responsi- 
bility for the development of antitrust cases. Our responsibility is 
to take an individual complaint and, if he has a meritorious complaint, 
attempt to get him individual relief. If, in the course of our study 
of his problem, it develops in our mind that there are questions that 
deserve further study, then in a memorandum we pass that on to our 
superiors. Therefore, what I might consider in the Small Business 
Unit as a complaint having to do with antitrust might not necessarily 
be considered by the stric tly antitrust prosecuting section as a valid 
antitrust complaint and one upon which they might base an investi- 
gation. 

Mr. Mrrcneii. They might have a different idea. 

Mr. Hamu. They might have an entirely different idea. 

Mr. Mrrcney. The quotation that I have read to you coming from 
the Department as you understand it relates to the Department’s char- 
acterization of what the Antitrust Division would call a complaint 
charging monopoly and conspiracy. 

Mr. Haut. That is right, sir. 

Mr. Mrrcne.ty,. But you have given your statement of the com- 
plaints you have received and how you characterize it. 

Mr. Hamu. That is right, sir. 

Mr. Mrrcnetn. That is all I have, Mr. Chairman. 

Mr. Cuetr. Mr. Keating. 

Mr. Keratrne. Mr. Hamill, were you consulted about these in any 
way before the Department gave us the statement that they had re- 
ceived no complaints? 

Mr. Hamu. No, sir; I did not know they had given you a state- 
ment, sir. 

Mr. Kerattna. And some of these statements to which Mr. Bran- 
ham testified were contained in recommendations which he made, of 
which he kept copies during the time when he was in this Small 
Business Unit? 

Mr. Hamitu. They were, sir. 

Mr. Keatine. Those memoranda of his were approved by you? 

Mr. Hamu. Yes, sir. 

Mr. Keatina. And you still believe that those memoranda correctly 
stated facts and one lusions ? 

Mr. Hamu. I do, sir. 

Mr. Cueir. We have no further questions. 

Thank you very much, Mr. Hamill. 
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Mr. Mrreuenn. I will call Dr. Comer. 

Mr. Cuetr. Doctor, do you solemnly swear the statements you are 
about to make on this occasion will be the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Dr. Comer. I do. 


TESTIMONY OF DR. GEORGE P. COMER, CHIEF, ECONOMIC SEC- 
TION, ANTITRUST DIVISION, UNITED STATES DEPARTMENT OF 
JUSTICE 


Mr. Mrrenet.. Will you give your full name, Doctor ? 

Dr. Comer. George P. Comer. 

Mr. Mirenet. Your address? 

Dr. Comer. 4918 Fortieth Place, Hyattsville, Md. 

Mr. Mrrenett. And your position in the Department of Justice? 

Dr. Comer. Head of the Economic Section of the Antitrust Division. 

Mr. Mrrenets. Are you a lawyer? 

Dr. Comer. No. 

Mr. MircHe.n. You say that with enthusiasm. What are you, sir? 

Dr. Comer. An economist who has specialized in American industry, 
in the trade and commerce of the United States. 

Mr. Mrrcnetit. What in general are the responsibilities of this 
division or unit which you head up? 

Dr. Comer. They have a number, of which the most important in 
terms of time is the cooperation of the economist with the lawyers in 
developing investigations and cases. Antitrust probl ms are largel 
economic problems in their as pects and effect on trade and commerce. 
It is our first duty to work on investigations and cases. 

(nother duty, to which some senior members of the staff devote 
considerable time, is in looking ahead into the economic restraint of 
trade that might violate the antitrust laws and therefore become legal 
restraints of trade, a little broader than the legal problems. I devote 
more of my time to that problem than to any others. 

Mr. Mircuein. Now in May 1952, were you shown a memorandum 
prepared for this committee, in draft form ? 

Dr. Comer. Regarding liquor ? 

Mr. Mitcnuety. The draft of the memorandum. 

Dr. Comer. Regarding the liquor investigation, yes, I was shown 
that. 

Mr. Mrrcnett. And you had some changes to suggest in that ? 

Dr. Comer. Yes, some minor changes, I should say. 

Mr. Mircuexyi. Was one of those changes that the original draft had 
stated that your office was charged with a continuing surveillance of 
the liquor industry from 1944 to 1949? 

Dr. Comer. Yes, that was in the draft. 

Mr. Mitcne.t. That was not so? That is, you asked to have that 
corrected ? 

Dr. Comer. I had no record or memory of any such charge, but, as 
I stated in executive session, under the general instruction of my duty 
it is not necessarily for the head of the Antitrust Division to charge 
me in detail. It is the duty of the Economic Section to keep itself 
reasonably informed of restraints of trade problems and to that extent 
I hada certain responsibility without being charged. 
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Mr. Mircnevi. And you thought it better to correct against any 
misapprehension ¢ 

Dr. Comer. I had no specific instruction to follow the case. 

Mr. Mrrenecn. There were other changes you had in the memo 
randum relating to oligopoly / 

Dr. Comer. Yes. There was a statement in there that one of the 
reasons it did not seem desirable to go ahead with the case in 1944 was 
that it involved a theory of oli gopoly which might be difficult in the 
surts and so on, and I said, “I do not remember any discussion about 


ce 

the theory of ol ligopoly. All I remember is that the ‘re seemed to be a 

lack of evidence of direct agreements and that if anybody turned 

down the case on the grounds that we ought not to try an oligopoly 
e | knew nothing about it in the discussion.” 


Mr. Mircuen. That was the 1944 investigation, was it not? 

Dr. Comer. Yes. 

Mr. Mircnentn. That was the investigation you assisted in in youl 
role? 

Dr. Comer. The early stages of the investigation. 

Mr. Mrrcnecu. In the executive session you were asked a question, 
and the committee was ve ry interested in your views, as to whether 
or not in 1949 a thorough investigation in the field of prices and ac- 
quisitions in cooperage matters and the other usual subjects of an 
antitrust inquiry if made in the liquor industry would not have been 
fruitful. You have told us your views and I wish you would state 
them as best you can. 

Dr. Comer. I did not understand the question was confined to 1949. 

Mr. Mircneti. You put it in the time that you want to. 

Dr. Comer. I understood the question to be, did I believe that an 
inquiry into the liquor industry’s methods of pricing and controls 
might be fruitful. My memory is that I said, yes, as a representative 
of the thing that the economist calls oligopoly; that I believe there 
were 10 or a dozen situations where in American industry a few big 
companies are in a position largely to control the industry and that 
those should be the subject of further investigation, and among them 
was the liquor industry. That is what I said then. 

Mr. Mirren... Have you seen what you said since you were before 
the committee’ Have you seen a copy of your testimony ? 

Dr. Comer. No. 

Mr. Mircnert. You have an excellent memory. That is just the 
way it is written. Go ahead. 

Dr. Comer. The question of oligopoly has troubled the Antitrust 
Division for many years and this is not new, and I know that the 
lawyers are very much concerned with it. 1 still think that that 
subject might be properly pursued, but I would like to call attention to 
the fact that the question is much broader and different from the fact 
» it a few men might be evil-minded in controlling the industry. It 

a problem of business management in which the management is 
aonil to make money for their companies within the rules of the 
game. Therefore, they will act in their own self-interest, including 
copying the actions of their competitors where there are only a few 
large companies, and it is difficult, therefore, to find evidence of overt 
Rare that might stand up in court, because it pays each one 
to do what the other is doing. 
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Mr. MrrcHe.u. Then they do it without agreement. Is that you 
point ¢ 

Dr. ComMER. In my opinion, there are sevel l st ves, Almost Nn 
evitably in the past you will find there has been in the years gone by 
some devices of agreement. It may have been patents or it may have 


i 
been trade association work, but those things have worked 30 well 


in the past that they have been carried ove to a habit of b ess 
and they do not necessarily chara unduly uy p ( to tl 1) | 
but in many cases the chief evil is that the ado ne yive a chance To! 
newcomers in the industry to get a f old | deve competitio 
so that instead of having 4 or 5, we may have 6, 5, or 10 companie 
And they may do it by various devices, some ¢ \ Lal \ Lick 
some of which are illegal. 

It is in that sense that I hope we will have a staff and fund 
exnmine these economic factors that are ke }) mie out of du 
tries and making it difficult for competition to develop. 

Mr. Mrrceneti. If you had that staff and t ls. would vou do t 
investigation from sources within the Government or would i ¢ 


out in the field ? 

Dr. Comer. No; I would go out in the field. 

Mr. Mircneti. Would you find out what they said? 

Dr. Comer. I would go out in the field; yes. 

Mr. Mircueti. That is all, Mr. Chairman. 

Mr. CHe tr. Any questions, Mr. Keating ? 

Mr. Keatina. No questions. 

Mr. Cuetr. Mr. Hillings? 

Mr. Hires. I have no questions. 

Mr. Cueir. Mr. Kennedy ? 

Mr. Kennepy. I have no questions. 

Mr. Cuetr. Thank you very much, Doctor. 

The committee will recess until 1:30 tomorrow afternoon. Any 
witnesses who have been scheduled to meet here in the morning should 
know that the change in plans is due to the fact that the full Judi- 
ciary Committee meets at 10 o’clock tomorrow morning. Those of 
us who are members must attend, and for that reason we will have 
to forego our morning meeting, but we will meet at 1:30 tomorrow 
afternoon. 

(Whereupon, at 4:30 p. m., the committee recessed to reconvene 
Tuesday, June 24, 1952, at 1:30 p. m.) 
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TUESDAY, JUNE 24, 1952 


Houser or REPRESENTATIVES, 
SPECIAL SuBCOMMITTEE To INVESTIGATE THE 
DrPARTMENT OF JUSTICE, OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, P.-O: 

The subcommittee met, pursuant to recess, at 1:40 p. m., in room 
362, House Office Building, Hon. Frank L. Chelf (chairman of the 
sub¢ommittee) presiding. 

Present : Messers. Chelf, Rodino, Rogers. Keating, and Hillings. 

\lso present: Stephen A. Mitchell, chief counsel; Daniel G, Ken- 
nedy, associate counsel; and Robert A. Collier, assistant counsel and 
chief investigator. 

Mr. Cuetr. The hearing will be in order. 

Mr. Tyler, do you solemnly swear that the statements you are 
about to make on this occasion will be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. Tyter. I do. 


TESTIMONY OF EDWARD TYLER III, TREASURER AND SALES 
MANAGER, KIMBALL-TYLER CO., BALTIMORE, MD. 


Mr. Mircuety. Will you state your name, please. 

Mr. Tyter. Edward Tyler ITI. 

Mr. Mircnett. Your address? 

Mr. Trter. 261 South Haven Street, Baltimore. 

Mr. Mircuett. What is the name of your company ? 

Mr. Tyter. The Kimball-Tyler Co. 

Mr. Mircnetu. That is in Baltimore, also? 

Mr. Tyrer. Yes, sir. 

Mr. Mircuert. What business is Kimball-Tyler engaged in? 

Mr. Tyrer. They are in the business of manufacturing tight 
wooden cooperage. 

Mr. Mitcnett. For whom is tight wooden cooperage made? 

Mr. Tyter. It is made for all “people who require a liquid-type 
barrel. That would include the distilling industry, various chemical 
industries, the milk business, various fruit juices, frozen foods. 

Mr. Mircnetn. Do you also make what is called slack cooperage? 

Mr. Tyter. We do not, sir. 

Mr. Mrrcuetu. Your business of tight cooperage is not confined 
then to the liquor industry ? 

Mr. Tyrer. No; we make the distinction between bourbon cooper- 
age and oil-grade cooperage. Anything for the food and chemical 
business is called an oil-grade barrel. 
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Mr. Mrrcue.tyi. How long has your company been in business? 

Mr. Tyuter. We are not just sure. We know it has been there ove 
a hundred years. 

Mr. Mircuet.. In Baltimore? 

Mr. Trier. Yes, sir. We claim the date of inception as being 1834, 
and we have records that definitely substantiate that it was an existing 
business at that time. 

Mr. Mirren Wa in different families or in the same family ? 

Mr. Ty er. Te the « same family. 

Mr. Mrrcene... = at your family? 

Mr. Tyuer. Yes, sir. 

Mr. Mircnen.. Ha. ive your present employees been with you some 
time ? 

Mr. Tyuer. We have a great many old employees; yes, sir. I mean 
old in point of service. 

Mr. Mrrenetn. Do you have any age limit on employees? That is, 
if an employee vets to be 65 or 70 years old. can he St ill work for you? 

Mr. Tyter. We have no limit. As a matter of fact, we employed 
one man when he was 63, and he has been there 12 years. 

Mr. Mr rCHELL. Does your company own the source of the product 
you mal ke, that is, timber or staves ? 

Mr. Tyver. "Me: t has not. 

Mr. Mireneti. Where do you buy them? 

Mr. Tyter. We have to buy from independent stave producers. 

Mr. Mrrcnett. Where are your bourbon barrels sold ? 

Mr. Tyter. Currently they are sold mostly in the Kentucky area. 

Mr. Mireneun.. Has that always been the case ? 

Mr. Tyter. No; it has not. 

Mr. Mrrenen. When did it change? 

Mr. Tyuer. It changed during the war period. I was sales manager 
at the company prior to going into the Marine Corps in early 1942, 
and just went back there in April of 1950 in the same capacity. When 
I left there, there were 14 distilleries in ~ Jaltimore area. Out of 
those 14 today, 8 have been bought out by the so-called Big Four, 3 
have been dismantled, and 3 are independently operated. Those 3 that 
remain do not give us ‘acu business. We have to look further for 
our sales. 

Mr. Mrrcneni. Let me get those figures again. There were 14 at the 
beeinning of the war? 

Mr. Tyrer. Yes, sir. 

Mr. Mircneiyi. Now what is the situation? How many are there? 

Mr. Tyter. Fight of those are owned by the Big Four. 

Mr. Mrrceneuui. Are there still 14? 

Mr. Tyuer. I neglected to mention there are now 15. One has 
been started since the war. 

Mr. Mrrcnenn. And there are 15 there now ? 

Mr. Tyuer. Yes, sir. 

Mr. Mrrcnett. And who owns those? : 

Mr. Tyier. Eight are owned by the Big Four, two have been dis- 
mantled, one has more or less permanently closed down, and three 
of the old ones are operating, as is the new one which was just 
built. 

Mr. Mrircuety. Then these two that were dismantled are not there 
any more, are they? 
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Mr. Tyrer. No, sir; they are not. 

Mr. Mrrcueti. How many are there now? 

Mr. Tyruer. Of the 14 we have 3 possible customers. 

Mr. MITCHELL! " Before these were purchased by the Big Four. were 
they your customers ¢ 

Mr. Tyzter. They were, sir. 

Mr. Mircness. Those distilleries do not buy cooperage from you 
now 4 

Mr. Tyter. No, sir: they do not. 

Mr. Mircnecxr. When - that change? 

Mr. Tyurr. That changed right after the war. I was not there 
it the time, but the Bie Four all went out and bought their own 
cooperage plants. 

Mr. Mrrenei.. And yours is called a cooperage plant ? 

Mr. Tyter. Yes, sir. 

Mr. Mircuein. Will you state what the statistics are now, if you 
know, and before the war, as to the number of operating cooperage 
plants ? 

Mr. Ty R, Well, the ‘re are always a lot of more or le Ss borde r-line 
‘ases, that is, plants who will be so — that you can hardly con- 
sider them, but by and large prior to the war there were 14 operating 
cooperage plants, all of them sidbuaeadltallic. 

Mr. Mircueni.. What is the situation now ? 

Mr. Tyrer. There are now four, two of which are so small that they 
ean hardly be considered. 

Mr. Mircnen.. And one of the remaining two is yours ? 

Mr. Tyter. Yes, sir. 

Mr. Mircuen.. What is the other one? 

Mr. TYLER. The other is the Klausner Coope ige CD: ot Cleveland, 
Ohio. 

Mr. Mircueitut. That is located where? 

Mr. Tyrer. Cleveland. 

Mr. Mitcuety. The other of the 14 are in the hands of large dis- 
tillers, you say‘ 

Mr. Tyter. Yes, sir. 

Mr. Mircnetyt. Are any of the other existing cooperage shops lo- 
cated in or near the Saditepioane area ? 

Mr. Trier. One of the independents is there, the John Eppler Co. 
He is = small and he is primarily a second-hand-barrel man. 

Mr. Mircuetr. You are a new barrel com pany / 

Mr. TYLer. We manufacture new barrels exclusively, yes. 

Mr. MiTcHELL. How do these distillers located in the Baltimore— 
from where do they get their tight cooperage in the Baltimore area? 

Mr. Tyter. From their own plants. They freight them in. 

Mr. Mircuet.. They are located where ? 

Mr. Tyrer. The nearest one would be the Seagrams plant in Oil 
City, Pa., and Schenley has a couple of plants in eee National 
has a plant in Memphis. They send the barrels in by carload. 

Mr. Mircneti. And you say your ae is sole ' where ? 

Mr. Tyter. What cannot be sold in Baltimore has to move out to 
Kentucky, looking for a home. 

Mr. MircHeL.. ing is where the independent distillers are? 

Mr. Tyuer. Yes, si 
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Mr. Mircueti. Do you know, during the wer when there was 3 
cooperage shortage, whether or not any of your customers purchased 
staves and heads—that is the parts of the barrels—and sent them to 
your company to be fabricated ? 

Mr. Tyter. Yes; they did. Quite a few of them did. 

Mr. Mitcneiit. You were unable because of price limitations to 
manufacture and sell -~ the ceiling price ? 

Mr. Tyrer. Yes, si 

Mr. MitTcue.t, iad so that was avoided by the distillers, in you 
case, buying the or and sending them in, and you fabricated them ? 

Mr. Tyzer. Yes, s 

Mr. MitcHe.. in the case of the big distillers, it is your unde 
standing that a number of the other cooperage plants were purchased 
by the distillers and operated by them / 

Mr. Tyuer. Yes, sir. 

Mr. Mitcnetn. Do you know of any inquiry or complaints that hav 
been made by your company to the Department of Justice concerning 
the liquor or cooperage industry ? 

Mr. Tyrer. I know there was one in 1943. I was not there at the 
time. I know there was one in 1946. I was not there at that time, 
either. Then, in December 1951, I know that Mr. Hall from our com- 
pany came over to inquire at the Department of Justice as to whether 
there was a complaint against the big distillers and, if so, what the 
nature of it was. 

Mr. Mitcnentn. Has any attorney for your company or any agent 
for your company, so far as you know, made any inquiry at the Depart 
ment of Justice about that subject ? 

Mr. Tyrer. Yes; we heard there was a complaint, and our at- 
torney in Baltimore tried to get a copy of it so we could study it. His 
efforts have bi unsuccessful so far. 

Mr. Mircenett. When was that? Do you know? 

Mr. Tyuter. In November 1951, I believe it was. We had a directors’ 
meeting and discussed the whole problem and said, “Well, we cannot 
make any decision until we see whether there is a complaint, and study 
it if there is en.” 

Mr. Mirceniit. What kind of complaint did you understand that 
to be? 

Mr. ‘T'yver., We understood there was an antitrust complaint or 
monopoly complaint against the big distillers. 

Mr. Mircnett. What was the purpose of your inquiry? 

Mr. Rocers. Will the witness identify the attorney who went to the 
Justice Department ? 

Mr. Tyzer. I do not know who it was. Our attorney in Baltimore 
had—— 

Mr. Rogers. Who is your attorney ? 

Mr. Tyrer. F rederick J. Singley. He had a Washington corre- 
spondent. I do not know who the Washington lawyer was. 

Mr. Rogers. All you know about it is what your attorney told you 
the Washington lawyer told him about the inquiry being made? 

Mr. Tyrer. Yes, sir. 

Mr. Mrrcene tn. You say there was a directors’ meeting, and your 
company attorney, Mr. Singley, made a report to your directors? 
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Mr. TyLer. No, we discussed the whole matter at a directors’ meet- 
ing and then directed Mr. Singley to get us a copy of the complaint, if 
possible. 

Mr. Mrrcnext. Then you later heard what ? 

Mr. Tyzer. That he had been unsuccessful in getting it. 

Mr. Mirenety. That occured in 1951, you say, sir? 

Mr. Tyuer. Yes, sir. We had that meeting in Nove miber 1951, and 
I think his efforts continued through the next several months. 

Mr. Mrrcenez. In the course of your work, you, as I understand it, 
attempted to sell your company s products, and you tried to sell those 
products to distillers? 

Mr. Tyrer. And chemical houses and food packers. 

Mr. Mrrcueu. In the course of that work, have you encountered 
any complaints made by distillers of whisky ? 

Mr. Tyter. Yes; I have heard complaints by the distillers of 
whisky. 

Mr. Mircuety. Are you able to identify those, or are they general 
in nature ¢ 

Mr. Tyrer. Very general in nature, about the size of their com- 
petition, and how they are unable to get their products on the market 
because of the size of their competition. 

Mr. Mrrcneti. Do you hear the same type of complaint from the 
people who make vinegar or other products who use your barrels or 
are these different ? 

Mr. Tyrer. I probably would if I was aware of it. 

Mr. Cuetr. Mr. Reporter, will you show a quorum is here? Mr. 
Hillings, Mr. Rodino, Mr. Rogers, and myself. 

Mr. Mircnet. I would like to ask one question, finally: Is there 
a limitation in the manufacture of rye and bourbon whisky as to the 
use of certain types of barrels, new or used ¢ 

Mr. Tyter. In making a rye whisky or a bourbon whisky it must 
be stored, under Alcohol Tax Unit regulations, in a new white-oak 
charred barrel, and they specifically say “new white oak.” 

Mr. Mircuer.. What about neutral spirits? 

Mr. Tyuer. Neutral spirits can be stored in anything—tank cars, 
steel drums, or anything. 

Mr. Mrrenert. What about distilled whisky? What is the situa- 
tion with distilled whisky? It can be stored in used barrels, but can- 
not thereafter be called bourbon or rye? 

Mr. Tyxer. That is correct, unless it is removed from the second- 
hand barrel and put in a new barrel. 

Mr. Mrrcuewn. For a specified time? 

Mr. Tyrer. For a specified time; and the age starts to run from the 
time it is put in the new barrel. 

Mr. Mrrcuety. That is part of the process of its becoming bourbon 
or rye; is that right? 

Mr. Tytrr. Yes, sir. 

Mr. Mrrcnetx. Will you state to the committee what percentage of 
bourbon cooperage capacity is controlled by independents, in your 
opinion, and what by the distilling c ompanies ? 

Mr. Tyzer. In my opinion, the independents control about 25 percent 
of the capacity. 

Mr. Mircwet. That is all, Mr. Chairman. 

Mr. Rogers. At the present time? 
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Mr. Tyzer. At the present time; yes, sir. 

Mr. Cuextr. Have you had any experiences of which you think it 
would be proper for the committee to know which came about in the 
course of your attempts to sell big distilleries? 

Mr. Tyrer. I have run into quite a few instances of what I consid- 
ered pressure. 

Mr. Cuetr. I wish you would explain that to the committee, if you 
do not mind. 

Mr. Tyner. One distillery in particular has two cooper shops, both 
of which are today shut down. He asked me to quote him on some 
barrels the other day. I guess maybe it was 2 months ago. And there 
was a remark ; “Now, be sure your price is right, because I can always 
start my own plants up again. 

Now, maybe that is good business ethics, but it just struck me as 
being a little tough. 

Then about 2 weeks ago I was trying to sell a chemical house some 
barrels. I was down in Richmond. ‘The purchasing agent was very 
friendly. Ihave known him for years. He said, “Weli, you know you 
have got some compet ition these days.” 

I said, “Yes: I do.” 

He said, “Barrels are coming in from the Middle West.” He would 
not identify who was making them, except to state that a house in the 
Middle West was making me look awfully sick pricewise. 

Mr. Cuevr. Did he indicate that particular plant was owned o1 
operated by one of the Big Four or one of the larger distilleries ? 

Mr. Tyner. He said it was owned by a distillery, but did not identify 
which one. 

The situation we run into apparently is that the big distillers, in 
running their own woods operation, primarily for the development of 
bourbon staves and heads, W ill create some oil-grade staves and heads 
and will not put a market value on them. Then when we go out to sell 
oil-grade barrels we are competing against people who have pra 
tically no raw-material cost. We just cannot do it. 

Ther ‘e was ane xample of that here yesterday, if I may re fer to an 
other witness’ testimony. Mr. H unill said yesterday that a Mr. 7 
Joh Son had come to see him. | looked up my files this I of he 
beeause I remembered that T. Johnson had offered me all « hi 
machinery. He went out of business in the middle of 1950 

Mr. Cuetr. Was he another cooper ! 

Mr. Tyrer. His was a cooperage plant making barrels for the meat 
packing trade. 

Mr. Cuetr. Where was he located 2 

Mr. Tyier. He was located in Chicago, and his complaint was that 
the distiller y-owne de ooper shops 1 In not putting a market value on «7 
staves and heads could come up from the Middle West and undersel 
him right in his own back yard. 

Mr. Cuevr. Are there any other experiences that you have encoun 
tered that might tend to give the committee a better underst: anding of 
your problem ¢ 

Mr. Tyrer. Well, I have experienced a lot of talk. I do not know 
just how bona fide it is, but I hear it so generally that I come to believe 
it. The distillers of the bourbon whiskies claim that the market is 
just saturated with this neutral-spirits blend and that they just cannot 











INVESTIGATION OF THE DEPARTMENT OF JUSTICE 409 


compete with it. They do not have the advertising money, and they 
jus st absolutely are bel ing forced to have less and less sale Ss all the time. 

Mr. Cuetr. Do you “find you are having competition in your at- 
tempts to sell your cooperage to other outlets? In other words, do 
you have competition from the so-called big cooperage plants now 
in the other fields, such as you used to enjoy—the sales to food people, 
pickle barrels, and that sort of thing? . 

Mr. Tyier. They are competing with us there; yes, sir. 

Mr. Cuetr. In other words, they have gotten over into that 
field, too ¢ 

Mr. Tyrer. Yes, sit 

Mr. CHELF. How many people do you employ ¢ 

Mr. Tyuer. | think today it is 165. I have not checked the payroll 
for the last couple of months. I believe it is 165. 

Mr. Cuetr. I understand you to say many of those have been with 
your company a long time? 

Mr. Tyter. Yes. sir. We have several instances where we have had 
whole families. We had a man who died the other night who had 
trained two sons to be hand coopers. We had another man who came 
up to me, I guess 3 or 4 months ago, and told me that today was an 
anniversary. 

I said, “What kind of anniversary ?” 

He; sald, “We ll, this marks the date on which my family has worked 
for your family for 204 years.” 

[ said, “Well, we have not been in business that long.” 

He said, “I am counting my uncle, my three nephews, and 
four brothers.” 

Mr. Cueir. What are the prospects at the moment for your business / 
What are your sales at the moment? Are you having any luck? 

Mr. Tyuer. No, sir; I am not. 

Mr. Cuetr. What are the prospects for your continuation in your 
business ? 

Mr. Tyuer. Well, I am going to fight like 
n doing it now by going into other products. 
Mr. Cuetr. Any questions, Mr. Rodino? 
Mr. Roprno. I have no questions, Mr. Chairman. 

Mr. Cue.tr. Mr. Rogers. 

Mr. Rogers. Do I understand you were in the business prior to 1943 
Mr. Tyrer. Yes, sir. I left there e: arly in 1942. 

Mr. Rogers. And you went into the service or something ? 

Cr. Tyrer. Yes. 

Mr. Rogers. When did you return to the business? 

Mr. Tyter. In April 1950. 

Mr. Rogers. At the time you went into the se pai 2 in 1942 could 
you give the committee some outline of whom you So ld your cooperage 
to insofar as distilleries are concerned ? 

Mr. Tyter. Well, the great bulk of our business was in the Balti- 
more area, an area to which we could make deliveries by truck. We 
had two or three customers in Pennsylvania—Philadelphia and one 
up near York. 

Mr. Rocers. That is as to distillers? 

Mr. Tyuer. Yes, sir. 

Mr. Rocers. Were they among the Big Four or were they inde 
pendent distillers? 
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Mr. Tyrer. I believe they were of the Big Four. They have all 
been scrambled up pretty thoroughly since then, but the Big Four did 
operate some of the plants to which we sold barrels in 1942. 

Mr. Rogers. In 1942? 

Mr. Tyrer. Yes, sir. 

Mr. Rogers. But you were not in the business at the time the OPA 
put on their restrictions as to the price that could be paid by the 
distillers for the cooperage, were you? 

Mr. Trier. No; I was not, sir. 

Mr. Rogers. You are not familiar with what transpired during 
that period of time? 

Mr. Tyter. By hearsay only. 

Mr. Rocers. Were you informed by hearsay that the cooperage 
industry went to the OPA and asked them to raise the price on 
cooperage barrels and that the OPA would not grant the price 
increase ¢ 

Mr. Ty er. Yes, sir. 

Mr. Rocers. And that, as a result of that, many people engaged in 
the cooperage business quit making the barrels, did they not, for 
distillers? 

Mr. Tyuer. Yes, sir. 

Mr. Rocers. And then the big distillers themselves, as a result, went 
into the cooperage business ? 

Mr. Tyrter. Yes, sir. 

Mr. Rogers. You are not familiar with any of that personally be- 
cause you were not in the business at that time? 

Mr. Tyter. Well, I have since been on the Industry Advisory Com- 
mittee, Office of Price Stabilization, and we have had that OPA situa- 
tion pretty thoroughly discussed in that committee. 

Mr. Rocers. In that discussion was it brought out that the distillers 
claimed that they could not get the barrels in OPA days? 

Mr. Tyrer. Yes, sir. 

Mr. Rocers. Did you ever make a study to ascertain whether or not 
that was true? 

Mr. Tyver. [ had heard by hearsay also what our company had 
done. 

Mr. Rocers. What would your company do? 

Mr. Tyrer. Our company would recommend that the distiller who 
needed barrels go out and buy the staves and the heads and send them 
in to us and under the ceiling we could fabricate them. 

Mr. Rocers. You could fabricate them ? 

Mr. Ty ter. The ultimate cost of the barrel was of no concern to 
the distiller. It was only of concern to the person selling the barrels. 

Mr. Rogers. Do I understand from that that the cooperage people, 
like yourself, if the distillers or whoever wanted the finished products 
could bring in staves and other things, you could still complete the 
job and turn them out a good barrel? 

Mr. Tyrer. Yes, sir. 

Mr. Rocers. Did you ever ascertain whether or not, under the OPA 
price at which you were permitted to sell, you could go yourself into 
the cooperage business, buy the staves and so forth and put them to- 
gether and sell them at the price that OPA had put on them? 

Mr. Tyter. It was completely impossible. 

Mr. Rocers. It was completely impossible? 
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Mr. Tyuer. Yes, sir. 

Mr. Rogers. When that impossibility arose, was that the time that 
the distillers went into the cooperage business ? 

Mr. Tyuer. Yes, sir. 

Mr. Rocers. Have you ever discussed this matter with any of the 
distillers about your supplying them cooperage at the present time? 

Mr. Tyzer. Yes, I have, sir. 

Mr. Roaers. Have they ‘offered to buy from you? 

Mr. Trier. We have, since I have been back there—well, I got back 
there just prior to the outbreak of the war in Korea when there was 
an all-time high in the demand for whisky barrels. Everybody re- 
membered the whisky shortage during World War II and they were 
not going to be caught again. So during that period, during the period 
immediately after the outbreak of war in Korea, we were able to sell 
to just about anybody when we had the barrels. 

Mr. Rocers. When you had the barrels ? 

Mr. Tyrer. Yes, sir. 

Mr. Rogers. Did you during that period of time enter into any 
contracts with the big distillers? 

Mr. Tyter. We had a contract with one of the distillers under which 
we fabricated some 20,000 or 25,000 barrels from his material. We 
had a contract of sale with another of the large distillers under which 
we delivered him 25,000 barrels out of our material. We had several 
other contracts for about 10,000 barrels apiece. 

Mr. Rogers. Did you or your company ever make any complaint 
directly to the Justice Department of a violation of antitrust law ? 

Mr. Tyuer. Not that I know of, sir. 

Mr. Rogers. Have you any information that you could give to this 
committee to show that they were in violation of the antitrust law, 
this liquor industry, so far as the cooperage operations are concerned } 

Mr. Tyrer. I am not enough of a lawyer to know. 

Mr. Rogers. I think that will be all. 

Mr. Cuetr. But you do know you are in foul shape today and cannot 
sell barrels and you are about to go broke. You do know that, do 
you not? 

Mr. Tyrter. Yes, sir. That is a pretty blunt statement, but it sums 
it up. 

Mr. Cuetr. Are there any questions, Mr. Keating? 

Mr. Kearttne. I have no doubt the chairman has asked all the ques- 
tions which legitimately could be asked. 

Mr. Mircueti. I wanted to ask one thing. I am afraid I mixed 
up some of the statistics a little bit. Some of the gentlemen of the 
press indicated that I had. Will you tell us again ‘how many inde- 
pendent cooperage establishments there were before the war? 

Mr. Tyter. I would say about 14. 

Mr. Mircnetxt. And how many independent cooperage establish- 
ments are there today ? 

Mr. Tyrer. Four. 

Mr. Mircnery. And of that four you say there are two of substan- 
tial capacity, being vourself and Klausners? 

Mr. Tyrer. Yes, sir. 

Mr. Mircneti. How many whisky distilleries were there in Balti- 
more before the war? 

Mr. Tyter. Fourteen. 
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Mr. Mircuery. You say there are now 15? 

Mr. Tyter. Yes,sir. No; I beg your pardon. Of the 14 that were 
there prior to the war, 2 have been dismantled. 

Mr. Mrreneti. What happened to the others? 

Mr. Tyter. Eight are owned by the Big Four. Four are inde- 
pendently operated. 

Mr. Mircneu.. That gives us 12? 

Mr. Tyrer. Yes. 

Mr. Mrrcneu. So there are today 12 distilleries in the Baltimore 
area, 8 owned by the Big Four and 4 independents / 

Mr. Tyrer. Yes, sir. 

Mr. Mircurin. You say your prospects are restricted pretty much 
to the four? 

Mr. Tyrer. Yes. 

Mr. Mircne.t. The sense of your testimony generally is that your 
former customers are now your competitors, is that right? 

Mr. Tyter. That is correct; yes, sir. 

Mr. Mircner.. There will be some testimony later about a slack 
cooperage company known as T. O. Johnson. 

Mr. Tyier. [ did know him as a manufacturer of slack cooperage. 
He was a maker of oil-grade barrels, as distinguished from the bour- 
bon. 

Mr. Mivcneti. Where was he located ? 

Mr. Tyter. Chicago. 

Mr. Mrrcnevi. What if anything did you have to do with that com 
pany in the last couple of years? 

Mr. Tyier. Nothing except to read a letter when he offered me all 
his machinery for sale. 

Mr. Mircuett. When was that? 

Mr. Tyer. I received that letter in October 1950. 

Mr. Mrrcuetzi. Do you know whether that company is in business 
now ¢ 

Mr. Tytrr. No; they folded up. 

Mr. Mrrcnevy. That is all, Mr. Chairman. 

Mr. Rogers. It would be fair to state that you are now over the 
barrel. 

Mr. Cuevr. The next witness, Mr. Mitchell. 

Mr. Mircueti. Mr. Hall, please. 

Mr. Cuetr. Mr. Hall, do you solemnly swear that the statements 
you are about to make on this occasion will be the truth, the whole 
truth, and nothing but the truth, so help you God? 


Mr. Hatt. I do. 


TESTIMONY OF ERDMAN HALL, VICE PRESIDENT, KIMBALIL- 
TYLER CO., BALTIMORE, MD. 


Mr. Mircneczi. Your name is Erdman Hall? 

Mr. Hauw. That is correct. 

Mr. Mrrenen.. Your company, please. 

Mr. Hanzi. Kimball-Tyler Co. 

Mr. Mrreneuy. You are the vice president of that company ? 
Mr. Haux. That is right. 

Mr MIrcHELL. Where do you live ? 

Mr. Hau. 7313 Yorktown Drive, Baltimore 4. 
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Mr. Mircuett. Did you have a visit with anybody 
ment of Justice in December 1951 ? 

Mr. Hatt. I did. 

Mr. MITCHELL. Did you go there of your own volition ¢ 

Mr. Hau. I did. 

Mr. Mrrenecn. What was the purpose of your visit ? 


the Depart 


Mr. Hawi. The purpose ot the busmess was tha he big ones wer 
yutting the squeeze on us. I went over tos Mr. Branham, whom I 
putting | ) | : 
_— seen before. He was ver\ Ssvinpatt etic to \ Olpia nt: but we 

“You will have to write a letter, and I will pass it on to tie 


Naked ups.” 

Mr. Mrrcnseityi. Was it or was it not your understanding that you 
were making er supporting a complaint against monopoly of the 
liquor industry by the Big Four? 

Mr. Hau. | was, The Vy not only controlled the barrel business 
but they do not confine their barrel business to their own industry; 
they are competitors, out to get all the business they can get from 
the others. 

Mr. Mircnetn. As a matter of general information, do you agree 


with the statement made in a Federal Trade Commission report: 


Without whisky barrels, whisky cannot be aged; and without aged whisky 
to sell, a distillery would soon lose its position in the industry 

Do you agree with that? 

Mr. Hauu. I agree with it. 

Mr. Mrrcueni. Do you know of any of the large distillers who 
would be an exception to that because of their use of old barrels, or 
reuse of barrels? 

Mr. Harty. Well, the Big Four used old barrels to store corn whisky 
in warehouses for 4 years, and after the 4 years they call it whisky 
and blend with it. 

Mr. Mrrcnei. But they do not and cannot call it bourbon or rye, 
can they? 

Mr. Hau. No; if they put it out as straight whisky, they would 
have to specify it as corn whisky. sut I object because they are fool 
ing the public by leaving out the word “corn.” 

Mr. Mircnen.. Your objection is that you are unable to sell new 
barrels for that use; is that right ? 

Mr. Hau. That is right, and the pub lic does not knew what the “Vv 
are drinking, either. 

Mr. Mircnety. You think there is a difference in that. but its effect 
upon your industry is what—to wit, to reduce or increase the use of 
barrels? 

Mr. Hatu. To decrease the use of barrels. 

Mr. Mircuetu. That is all, Mr. Chairman. 

Mr. Cuetr. Any questions, Mr. Rodino? 

Mr. Roptno. No questions. 

Mr. Cuetr. Mr. Keating? 

Mr. Keating. When corn is put ina bottle, it can be labeled whisky 
and not corn ? 

Mr. Hauu. They blend it with alcohol and other whiskies, but if 
they put it out as straight corn they have to specify it as corn whisky 

Mr. Keatinea. If the *y put some of this stuff that the chairm in has 
objectively called neutral spirits, that relieves their calling it cor 
whisky ¢ 
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Mr. Hau. That is right. 

Mr. Kearina. Is there any degree of that dilution that they put in 
there which relieves them of the necessity of calling it corn whisky # 

Mr. Hauz. Well, they told me over at the Labor Department they 
did not have to do that. Ido not know. Iam not familiar with that, 
but my objection was to blending it with whisky and not calling it 
corn. 

Mr. Keatine. There is a rule that they must age bourbon in new 
barrels / 

Mr. Hauu. That is correct. Bourbon and rye. 

Mr. Keatine. But there is a special rule on corn? 

Mr. Hatz. That is what they tell me. Ido not know. 

Mr. Kerarine. I do not know what this corn whisky is. I do not 
understand it fully, but I guess it does not matter. 

Mr. Rogers. The gentleman has never been in moonshine country. 

Mr. Cuetr. Mr. Rogers? 

Mr. Rogers. I see that you are vice president of the Kimball-Tyler 
Co. How long have you been a vice president ? 

Mr. Hauu. About 5 years. 

Mr. Rogers. Were you with the company in 1942? 

Mr. Hatt. I have been there 24 years. 

Mr. Rocers. Prior to 1942, were any of the big distillers in the 
cooperage business at all? 

Mr. Hauu. They were not. 

Mr. Rogers. Were you familiar with the situation that developed 
in this OPA problem? 

Mr. Hatt. I am. 

Mr. Rogers. Did your company join with others in asking the OPA 
to remove the ceiling price that was put on cooperage? 

Mr. Haut. I did. 

Mr. Rogers. What was the result of that request to OPA? 

Mr. Haut. I do not think they removed it at that time. They re- 
moved it some time later. 

Mr. Rogers. Prior to the time they removed it, do you know whether 
or not any of the Big Four went into the cooperage business ? 

Mr. Hawi. Oh, yes. 

Mr. Rocers. When did they first go into the business? 

Mr. Hau. I think some of them went into the business in 1945. 

Mr. Rocers. Prior to 1945, had you been selling to the Big Four? 

Mr. Hatt. Oh, yes. 

Mr. Rogers. About how much had you sold to the Big Four? 

Mr. Hai. Well, during the war years, of course, the production 
of whisky was restricted. We only had about a 30-day holiday per 
year. We sold everybody who wanted to buy, regardless, as long as 
they were in Baltimore, 

Mr. Rogers. Do you know approximately what percentage of your 
output prior to the restriction went to the big distillers? 

Mr. Hay. Prior to the close of the war, somewhere near there, 
the Big Four did not control it in Baltimore. 

Mr. Rogers. They were not in the business? 

Mr. Hatz. No. They had distilleries but they did not have them 
in Baltimore. 

Mr. Rocers. Did they ever offer you any contracts to supply them 
with cooperage that you were unable to fulfill? 
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Mr. Hatz. No; because when we went in the cooperage business 
they ran their stumpage up from $50 a thousand to $150 a thousand. 

Mr. Rocers. I mean prior to the time the Big Four went into the 
cooperage business, did you ever refuse to sell or fulfill any orders 
they placed with you? 

Mr. Hatt. No, sir. 

Mr. Rogers. Was your business prior to the time that they went 
into it—that is, the Big Four went into the cooperage business—was 
there competition between the Big Four as to your output? 

Mr. Haut. No. I do not think so, because we mostly shipped all 
our barrels around Baltimore. We did not go out of the State of 
Maryland or possibly Pennsylvania. 

Mr. Rogers. When the OPA ceiling price was on, were you able 
to supply within the ceiling price the cooperage that all distillers 
may have ordered from you? 

Mr. Haut. No; because when you only have a 30-day holiday and 
they all want to distill in 30 days all they can get, you cannot possibly 
take care of it. 

Mr. Rogers. Then there were some who asked you to supply them 
and you were unable to do it. That is what I am interested in. 

Mr. Hau. Well, it is impossible to do it and give it to them in 
30 days. 

Mr. Rogers. Do you have any idea of the number who may have 
asked you to supply, that you were unable to satisfy ¢ 

Mr. Haru. No; I do not. 

Mr. Rogers. After the big distillers went into the cooperage busi- 
ness, did you thereafter sell to the Big Four any cooperage? 

Mr. Haut. No. We told them to ship the material and we would 
make the barrels. We were not going to gamble on that material like 
they were. 

Mr. Rocers. What was that? 

Mr. Haty. We said we would make the barrels and charge an 
assemblage charge. 

Mr. Rocers. Did you feel as a man engaged in the cooperage busi- 
ness that you could not take that chance ? 

Mr. Hay. No, we would not gamble in that business like they did. 

Mr. Rogers. Ras would not gamble? 

Mr. Haut. No. They went out and bought all the stave mills and 
plants they could buy, all the cooperage plants. 

Mr. Rocers. I do not follow your statement that you would not 
gamble. You were in the cooperage business. 

Mr. Hau. That is true, but I would not go out and pay $1,000 a 
thousand for staves like they were paying. 

Mr. Rocers. Is that because you felt that you could not sell them 
after you had finished them ? 

Mr. Hatz. Thatisright. I did not want to be stuck with them. 

Mr. Rogers. Do you know of any agreements or combinations made 
between any of the distillers not to purchase from you? 

Mr. Haw. I do not; no. 

Mr. Rocers. You testified about going down to the Justice Depart- 
ment and talking to Mr. Branham. 

Mr. Hatt. That is right. 

Mr. Rogers. Did you supply to him any information that there was 
a combination among these people not to purchase from you? 
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Mr. Hau. Well, I do know this, that the big ones won’t give me any 
business. 

Mr. Rogers. You say they will not give you any business? 

Mr. Hauu. That is right. 

Mr. Rocrers. Have you asked them for any orders recently ? 

Mr. Hau. Yes. 

Mr. Rocers. That is all, Mr. Chairman. 

Mr. Cuetr. Mr. Keating. 

Mr. Kearing. You are in business for orders ? 

Mr. Hani. That is right. 

Mr. Kratine. You have solicited orders from them ? 

Mr. Hau. Yes, sir. 

Mr. Cueir. The other day I noticed a quote in the paper that the 
OPS had released the ceiling on bottled goods. Was that likewise 
re ‘le ise don the cooper: ge ¢ 

Mr. Harz. I do not think so. I have a pamphlet I received this 
morning from OPS, but have not read it over. 

Mr. CHeELF. Do they still havea ceiling on barrels ? 

Mr. Haru. So faras I know 

Mr. Curir. So far as you know, they still do have. 

Mr. Hau. Yes, sir. 

Mr. Cuer. With relation to the price you are getting today, how 
is that compared with the ceiling price the OPS has set out ? 

Mr. Hau. It is way below ceiling price. 

Mr. CHELF. How much would you say ¢ 

Mr. Hari. About $8. ; 

Mr. Cer. Still you cannot sell them ? 

Mr. Hauu. That is right. 

Mr. Curtr. You cannot interest the big fellows to buy them ? 
Mr. Hatu. That is right. 

Mr. Cueir. Are there any other questions ? 

Thank you very much, Mr. Hall. 

Mr. Mitchell. 

Mr. Miterens. Mr. Kunz, please. 

Mr. Cueur. Mr. nz, do you solemnly swear the statements you 
are about to make on this occasion will be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Kunz. I do. 


TESTIMONY OF JOSEPH KUNZ, PRESIDENT AND BUSINESS AGENT, 
LOCAL NO. 32, COOPERS INTERNATIONAL UNION, AMERICAN 
FEDERATION OF LABOR 


Mr. Mircuei.. State your name, please. 

Mr. Kunz. Joseph Kinz. 

Mr. Mircueti. And your business? 

Mr. Kunz. I am the business agent and president of Local 32 of 
the Coopers International Union. 

Mr. Mrrcuetu. Is that affiliated with the American Federation of 
Labor? 

Mr. Kunz. It is. May I make something clear here? 

Mr. Mircne ty. Certainly. 

Mr. Kunz. I am also the first vice president of the Coopers Inter- 
national Union but I would like to make this clear for the record: I 
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am not here representing the international; I am simply represent- 
ing the local union as their representative and also as a citizen of the 
United States, thinking that an injustice has been done to an in- 
dustry 

Mr. Mitcue tt. I think you said in the testimony in the executive 
session that you are an American first. 

Mr. Kunz. That is first, last, and always. 

Mr. Mitcuetyt. We will relax and go over this: You are speaking as 
an individual citizen and for your union? 

Mr. Kunz. That is right. 

Mr. Mircnetyt. Did you ever have a talk with anybody in the 
Department of Justice, Antitrust Division ? 

Mr. Kunz. Yes, sir; I did. 

Mr. Mitrcueiy. Tell the committee when that was. 

Mr. Kunz. That was December 4, 1951. 

Mr. Mitcuett. What was the purpose of your business? 

Mr. Kunz. Well, for 3 or 4 or maybe 5 years I had been hearing so 
much about this antitrust business and monopoly in the cooperage 
business, and I am like Mr. Tyler; I do not know just what monopoly 
means legally but I do know the effects of the combination of certain 
corporations, what it has done to the cooperage business in Baltimore. 

Mr. Hall told me he had an appointment with Mr. Branham of the 
Department of Justice. 

Mr. MitcnHeti. And that was the Mr. Hall who just testified ? 

Mr. Kunz. That is right. 

Mr. Mitcuetn. And this visit to Washington was December what? 

Mr. Kunz. That was December 4 

Mr. Mrrenery. 1951? 

Mr. Kunz. That is right. 

Mr. Mitcue.ty. Was the purpose of your business then related to 
the membership of your union ? 

Mr. Kunz. Absolutely. 

Mr. Mitcuety. In what way? 

Mr. Ku Nz. Well, as I said a moment ago, the business was getting 
away from Baltimore and I had heard so much about this, and I 
wanted to know what it was all about. If it really was a monopoly, 
an illegal monopoly, then I wanted to know why something was not 
being done about it. 

Mr. Mitcueti. Was there any comparison in your mind between 
the situation of your men in your union working in Baltimore, and the 
situation of other union members who were working for distillery- 
controlled cooperage shops? 

Mr. Kunz. Very definitely. 

Mr. Mitcue.. Tell the committee about it. What was in your 
mind? 

Mr. Kunz. We publish a monthly journal. That is for the Coopers 
International Union. Each local union has what they call a journal 
report. They write the news in there of what is going on in the busi- 
ness such as shops working, and in those cases the distillery-owned 
shops have them working 6 days a week and 10 hours a day, and our 
men in Baltimore were doing practically nothing; 2 or 3 days a week 
and sometimes not that. They wanted to know why that was. I am 
the representative and I had to do the explaining. 

They have a control of the business. 
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Mr. Mrircuety. Who is “they”? 

Mr. Kunz. You can refer to it as the Big Four, but there are others 
in there. It is five in my opinion. There is Publicker in Philadelphia. 
They operate their own cooper shop. 

I could not explain it other than that, except simply Kimball- 
Tyler could not get the orders. There was no question of competition 
there at all. 

Mr. Mircneti. The problem then was that your men were not 
getting as many days’ work a week, you feel, as those working for 
the other companies, the distillery-controlled cooperage shops? 

Mr. Kunz. That is right. 

Mr. Mircuetyt. Were there any other differences as between how 
your men were getting along and others that you had in mind when 
you came there / 

Mr. Kunz. Yes. I wanted to find out what it was all about, whether 
they really had a case against them as I have been told and have 
heard so much about for the past 4 years. I was really interested in 
why something was not being done about it. 

Mr. Mircuett. What was the result of your visit ? 

Mr. Kunz. The concern to me personally or the general results? 

Mr. Mrrcneti. Well, we will get to that. What did you accom- 
plish, if anything? 

Mr. Kunz. I would say, just speaking in ordinary terms, that we 
just got a run-around. 

Mr. Mircnett. Was there a man with you, another union man? 

Mr. Kunz. Yes. 

Mr. Mrrcnett. What was his name? 

Mr. Kunz. Sylvester Calerbro. 

Mr. Mircuetit. Who was he, sir? 

Mr. Kunz. He was the business representative of local 22, of the 
Distillery, Rectifiers and Wine Workers International Union. 

Mr. Mircueyi. That is AFL? 

Mr. Kunz. Yes. 

Mr. Mircurtu. Is he located in Baltimore, too? 

Mr. Kunz. Yes. 

Mr. Mircneti. Mr. Hall was there also? 

Mr. Kunz. Yes. 

Mr. Mircnett. And who was the man you talked with in the De- 
partment of Justice ? 

Mr. Kunz. Mr. Branham. 

Mr. Mrircueii. Now you said something about what happened to 
you personally. But before you went to Washington, did you tell 
anybody in the business that you were going? 

Mr. Kunz. Yes. 

Mr. Mircuey. Tell the committee about that. 

Mr. Kunz. John Eppler—he operates a small cooperage plant in 
Baltimore. 

Mr. Mircnets. What happened as a result of that talk with Mr. 
Eppler? 

Mr. Kunz. He got in touch with Leonard Steidel—I am sorry to 
mention this here—but the poor gentleman died last Friday. He 
represented the International Distillers’ Coopers Division, headquar- 
ters in Nashville, Tenn. 

Mr. Mircur1. Tell the story to the committee. 
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Mr. KuUNz. Well, Mr. Steidel had to go to Louisville, Ky., not for 
this particular reason. He had other business there, but anyhow he 
made it his business to get hold of Mr. Tom Helms, who is the 
manager of the Blue Grass Cooperage Co., a subsidiary of the Brown- 
Forman Co. 

Mr. Mircueiti. Mr. Eppler is an operator of a small cooperage out 
in Baltimore ? 

Mr. Kunz. Yes. 

Mr. Mircwetn. You told him you were coming over here with Mr. 
Hall? 

Mr. Kunz. Yes. 

Mr. Mircne zt. Mr. Hall’s company, Kimball-Tyler employees are 
members of your union ? 

Mr. Kunz. That is right. 

Mr. Mrrcneui. And so is Mr. Eppler? 

Mr. Kunz. Yes. 

Mr. Mitcueti. Mr. Eppler telephoned Mr. Steidel in Memphis, 
Tenn., and told him that you were going to Washington to see the 
Department of Justice Antitrust Division. 

Mr. Kunz. That is right. 

Mr. Mrrenet.. What, if anything, happened after that? You say 
Mr. Steidel went to Louisville and talked with representatives of 
your union who were local to Louisville; is that it? 

Mr. Kunz. Yes. 

Mr. Mircuet.. Do I have it right ? 

Mr. Kunz. That is right. 

Mr. Mircue.L. Without getting into further detail on that, what 
happened to you? What did you hear, and when? 

Mr. Kunz. Well, Mr. Steidel called up Mr. Doyle, our international 
president. 

Mr. MircnHert. What is his first name? 

Mr. Kunz. James J. Doyle. 

Mr. Mrircuetu. He is the president of the international union ? 

Mr. Kunz. Yes. 

Mr. Mrrcuetu. He is up in Boston? 

Mr. Kunz. That is right. 

Mr. Mrrcuenti, You say that you had a call from Mr. Doyle? 

Mr. Kunz. Yes. 

Mr. Mrrcuety. What did he say? 

Mr. Kunz. He wanted to know what it was all about. He said he 
had a call from Tom Helms, head of the Blue Grass Cooperage Co., 
and also the business agent of that local union, whose men worked in 
there, Albert Alfred, and then later on he got another call from one 
of our vice presidents by the name of Morrison, who is also president 
of a local union there, who claimed that Mr. Steidel told him all of 
this stuff about me being in Washington on this monopoly business, 
and so on and so forth. 

Mr. Mircnety. You kicked up quite a fuss then, did you not? 

Mr. Kunz. I did, yes. In other words, they had me on the hook 
for a while. 

Mr. Mrrcneiy. On the what? 

Mr. Kunz. On the hook, so to speak, in our terminology. At least 
they thought so. 

Mr. Mrrcnety.. Say what you think. 
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Mr. Kunz. They went all through that. 

Mr. Mircneri. You talked to Mr. Doyle. He called and asked 
what you were doing in Washington ? 

Mr. Kunz. I told him I was going over there on local business, 
that I wanted to find out what this was all about and, if there was 
something wrong with it, why something was not being done about it. 

Then the next d: ay Il got some more calls and found out that a Mr., 
Deutsch, the preside nt of the Louisville and Chess & Wymond Cooper- 
age Co. and also vice president of the Schenley _— tilleries Co. 

Mr. Mrrenens. Is that a company owned by Schenley, Chess & 
Wymond? 

Mr. Kunz. Yes. 

Mr. Mrreneii. Did Mr. Deutsch call you? 

Mr. Kunz. No. 

Mr. Mrreneti. Whom did he call ? 

Mr. Kunz. He got in touch with this Morrison, the local president, 
and also vice president of the international. 

Mr. Mrrceweu. Morrison ? 

Mr. Kunz. And Morrison contacted Doyle. 

Mr. Mircueti. Now where was Morrison 2 

Mr. Kunz. At Louisville, Ky. He was an employe e of Mr. Deutsch. 

Mr. Mrrcue.y. Then is the sense of your testimony that Mr. Steidel, 
who was an employee in charge of the cooperage division of Nations il 
Distillers in Memphis, and a Mr. Deutsch, who is the manager of the 
Schenley Cooperage Co., those two men talked to business agents of 
your union and they in turn called the president, Mr. Doyle, and Mr. 
Doyle called you for an account ? 

Mr. Kunz. Yes. 

Mr. Mrrcneti. And you declared yourself on proper business ? 

Mr. Kunz. I certainly did. 

Mr. Mircnett. What happened? Did you lose your job? 

Mr. Kunz. No; it has not reached that point yet. We had a lot of 
correspondence about it. 

Mr. Mircueti. How did it finally end up ? 

Mr. Kunz. Well, just a few weeks ago or less than that there was 
a little flare-up about it again because I sent in a report that I was 
subpenaed to appear before this committee on some certain date. I 
do not recall what it was, about the 14th of May I think. 

Mr. Mrrcnext. About the 14th of May? 

Mr. Kunz. Yes. Then Mr. Morrison came back and I made a 
short statement that he was satistied if I had not gone over to Wash- 
ington on December 4 that I would not have gotten a subpena. Bright 
boy. 

Mr. Mrrcuriy. Did you ever hear directly from Mr. Steidel, the 
man from National Distillers ? 

Mr. Kunz. Yes. After so much of their stuff was going on, I called 
on Mr. Eppler and I told him that I did not like the attitude that he 
took in coming through with this and that I intended to write a 
letter to Schenley and also Brown-Forman, and I would send Mr. 
Deutsch and Helms a copy of it, and I wanted a retraction of some of 
these things alleged to be said about me to these men around there as 
to the purpose I went and all that. I was asked to hold off for a couple 
of days and maybe he could get the thing adjusted. 
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He contacted Mr. Steidel. Mr. Steidel called me from Washington. 

Mr. Mircueti. From where ¢ 

Mr. Kunz. From Memphis, ‘Tenn. 

Mr. MircHety. That is where you got in trouble, in Washington ¢ 

Mr. Kunz. Yes, sir. That is where my troubles came from. 

He said, “You know I am sorry I opened my mouth about your visit 
to Washington.” He said, “After I think it over, I think you had a 
perfect right to go there.” He says, “If I had only known that they 
were going to kick up the fuss they did, I would not have told them 
anything about it.” He was one gentleman in the crowd, but unfor- 
tunately the good gentleman died. 

Mr. Mircueryt. Do you know of your own knowledge whether small 
cooperage companies have had difficulties since the big distillers went 
into the e ooperage business ? 

Mr. Kunz. Do I not understand—— 

Mr. Mircuet.. Do you know of your own knowledge of any diffi- 
culties that the independent cooperage companies have had since the 
bie distillers went into the — age business / 

Mr. Kunz. I certainly do, but I would like to confine myself to one 
in partic ular which I know more about. even though I know something 
about most all of them. I have been in practically every cooperage 
plant in the United States. Kimball-Tyler is one of the two larger 
ones, and I can say they certainly pulled the carpet from under the 
new barrel business in Baltimore when the big boys went into the 
cooperage business. As I said awhile ago, our men are working short 
time and no time at all, and those shops working 6 days a week and 10 
hours a day. 

Mr. Mircuen.. Who is that ? 

Mr. Kunz. Seagrams, Chess & Wymond, Hiram Walker, Schenley. 

Mr. Mircueti. Your men were working less than that ? 

Mr. Kunz. Absolutely. I can go back a little on that. I think this 
is very interesting and important. It is the thing, as I said, that had 
me on the hook: In 1948 and 1949 the Kimball-Tyler firm was doing 
practically nothing at all. Our contract was about to expire and we 
were carrying on negoti: itions for quite a while. We reached the con- 
clusion that the y could not give an increase in pay. I could see that. 
] got all the men together and, as usual, they have the final s ay about 
it, and I wanted them to vote on the proposal of Kimball- Tyle r—to 
extend a contract with more favorable conditions. I had the printed 
ballots there and they sald, “No, we do not want a printed ballot. We 
understand and we want to vote openly by a raising of hands,” and it 
was 100 percent. 

I was condemned from Louisville, Ky., and other places. 

Mr. Mircueti. That was an internal matter in your union? 

Mr. Kunz. Yes. 

Mr. Mircuei. The number of men employed by Kimball-Tyler who 
belong to your union, has that increased or decreased ? 

Mr. Kunz. Decreased. 

Mr. MITCHELL. That is one of the difficult ies your men have had? 

Mr. Kunz. The difficulty is that the remaining men lose #0 much 
time. Losing 50 or 100 members does not make any difference to us. 
We would rather have 150 men or 200 men employed than have 300 
unemployed. 
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Mr. MircHett: What de ‘crease has taken place in the number of your 


members at the Kimball-Tyler Co. since the beginning of-the war? 
Mr. Kunz. Kimball. Tyic r, they had at one time there 250 to 260 
men. At the present time, according to our rolls, I think we have 


about 150 in there at the present time, 

Mr. Mircenen.., That is 150 compared to 250 to 260? 

Mr. Kunz. Yes. 

Mr. Mircnern. On a little different subject I want to ask you if you 
know of a distilling company in Baltimore purchased by one of the 
Big Four. called the Ms: ajestic Distillery Co. 

Mr. Kunz. Yes, that was a rectifier. 

Mr. Mircnen.. It was not what you call a distillery? 

Mr. Kunz. They call themselves distillers and rectifiers. They 
have the whisky made up. 

Mr. Mrrcnett, When was it purchased ? 

Mr. Kunz. Ido not know. I was working for the Calvert Distillery 
at the time. I think it was during the war, maybe 6 or 7 years ago, 
something like that. 

Mr. Mircnetn. 1942 to 1944% 

Mr. Kunz. Something like that. 

Mr. Mircueti., Do you know what happened to it ? 

Mr. Kunz. It was rumored all over the plant that—— 

Mr. MitcHe.i. Do you know what happened to it ? 

Mr. Kunz. They bought the inventory and then dismantled the 

plant. They brought all the machinery out to the Relay plant and it 
: as on the junkpile for a while, and then it was carted away. 

Mr. Mrrenec.. Now do you know that? 

Mr. Kunz. Absolutely, and any of the thousand men employed there 
know it too. 

Mr. Cuetr. Do you have any objection to having your picture taken ? 

Mr. Kunz. It is all right with me, although I cannot see what he 
could possibly do with it. 

Mr. Mircnets. That is all of this witness for me, Mr. Chairman. 

Mr. Cueir. Mr. Rodino. 

Mr. Roprno. Mr. Kunz, what was your initial reason in coming 
down to the Justice Department and making this complaint ? 

Mr. Kunz. I did not make a complaint. I wanted to find out what 
was going on. As I said, for 4 or 5 years I had heard rumors, and I 
had known that the Department of Justice men were around Balti- 
more investigating the cooperage industries after the Big Four got 
control of the cooperage industry, and then when Mr. Hall asked me 
to go over there—well, we realized that we were losing out, and I 
wanted to know something about it. if I could find out anything about 
it, and if it was a monopoly, as I said, why something was not being 
done about it. If it is not, then I think they should be exonerated. 

Mr. Roprno. How long did this condition exist, to your knowledge, 
the decrease in employment? 

Mr. Kunz. In Baltimore, do you mean? 

Mr. Roprno. Yes. 

Mr. Kunz. Ever since the big distilleries took over. 

Mr. Roptno. That was when ? 

Mr. Kunz. I think it-was 1945, the latter part of 1944 or the early 
part of 1945. I know our convention was held in 1945, the first one 
after the end of the war; it was reported then that the distilleries con- 
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trolled 80 percent of the whis! <y cooperage at that t me. |] thin 
ereater now. I think it is closer to 95 percent. 

Mr. Roprno. I have no further questions, Mr. Chairman. 

Mr. Cuetr. Mr. Keating. 

Mr. Keatina. This story that you have given us about the concen- 
tration of the business in the Big Four was the substance of what you 
gave to the Justice Department when you came over here ? 

Mr. Kunz. No. We did not go into all of that. The fact is that 
Mr. Branham seemed rather reluctant to talk about a whole lot of 
things. He finally wound up and he said, “If you men want any action 
taken on this, you will have to get somebody to work on the boys higher 
up. Get your Congressman or Senator to do something for you. I 
cannot do anything.” 

Mr. Keatrnc. Mr. Branham said that to you? 

Mr. Kunz. Yes. 

Mr. Krarine. In other words, he indicated to you that he was will- 
ing to act but he could not get action at the top ¢ 

Mr. Kunz. Precisely that. That is the impression. 

Mr. Krattne. Did he say anything more to you about inability to 
get any action at the top? 

Mr. Kunz. No; not a whole lot. We talked about the business in 
general. 

Mr. Kerattne. Did you see your Congressman or Senator ? 

Mr. Kunz. No;I didnot. I felt if they could not take the initiative 
themselves, I do not think a Congressman could do a whole lot with 
them. Maybe four or five of them might. 

Mr. Keating. I think you are right. In other words, in your mind 
it was the obligation of the Justice Department and not of some 
Congressman to take up the job of going ahead with this? 

Mr. Kunz. That was my opinion, yes. 

Mr. Kratine. I agree with you. 

Mr. Cuetr. Mr. Rogers. 

Mr. Rocers. As I understand, you testified a moment ago that when 
you went to the Justice Department you got a run-around. 

Mr. Kunz. Well, I called it that. "When you do not get satisfaction, 
you usually term it a run-around. 

Mr. Rogers. You do not mean by that that Mr. Branham did not 
cooperate with you ? 

Mr. Kunz. Well, I think he cooperated to the extent of his ability 
or maybe as far as he wanted to go. It looked to me like he was more 
or less timid about some things. I think he was perfectly willing. 

Mr. Rogers. Any complaint that you had to offe r, you gave to ‘him? 

Mr. Kunz. As I said, I did not go there with any complaints. I 
went there seeking information. 

Mr. Rocers. You were seeking information ? 

Mr. Kunz. Yes. 

Mr. Rogers. I think you testified a moment ago that you were 
familiar with the operation of the Kimball-Tyler Co. for a number of 
years. 

Mr. Kunz. Yes. 

Mr. Rogers. You were an employee there at one time ? 

Mr. Kunz. No; I never was employed by Kimball-Tyler. 

Mr. Rocers. Do you know anything about to whom they sold their 
barrels prior to the war ? 
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Mr. Kunz. Yes. Quite a few of them sold around Baltimore. 

Mr. Rocers. Were they sold to the Big our, so to speak ¢ 

Mr. Kunz. Yes; some of them. 

Mr. Rogers. Do you know of the occasion where Kimball-Tyler Co. 
entered into a contract for all of their output to go to one of the Big 
Four? 

Mr. Kunz. No: Lam not familiar with that. Of course, as long as 
everything is working serene ly in the shop and men are getting their 
pay and so forth, I do not stick my nose into the financial affairs and 
trv to run the business, 

Mr. Rogers. Then you are not familiar with those to whom they 
were making their sales ? 

‘ir. Kunz. I knew pretty well where they were going. 

Mr. Rogers. Did you know that at one time they took all of their 
pr duetion and sold it to one of the Big Four? 

Mr. Kunz. Well, I know at one time they sold quite a number of 
barrels to Continental, the Publicker Co., in Philadelphia. 

Mr. Rogers. Do you know of any time when they took all of their 

ooperage to be used for distillery purposes, that they took and sold 
all of that cooperage to one of the Bie Four ? 
ir. Kunz. No; 1 do not. I just cannot figure that out. 
Rogers. Do you know that thereafter they did switch from 
one of the Big Four to another ? 

Mr. Kunz. I suppose he sold them to anyone who was willing to 
buy them. 

Mr. Rocers. I am talking about the full output. Then when the 
Big Four went into cooperage business, that left the Kimball-Tyler 
Co. without any customers. 

Mr. Kunz. 1 do not follow that, because I just cannot conceive 
of one distillery around there big enough to use all the output of 
Kimball-Tyler. They have a apacity of 1,000 barrels a day 

Mr. Rogers. Perhaps | eis r ask the question of Mr, Hall. 

Mr. Kunz. He probably knows that better than I. 

Mr. Cur.r. Mr. Hall, Mr. Rogers would like to ask you a question, 
please sir. 

Mr. Rogers. Do I understand that prior to the war you did sell to 
all of the distilleries, the small ones and large ones alike, that might 
come and order it ? 

Mr. Hauu. That is correct. 

Mr. Rogers. Did you at any time then enter into a contract and 
sell all that you made to any one of the big distilleries ¢ 

Mr. Hau. No, sir. 

Mr. Rocrers. There never was a time when you sold all of your 
output to any one distillery @ 

Mr. Hatu. No, sir. 

Mr. Rocrers. I have nothing further. 

Mr. Curie. Mr. Kunz, what was the extent of that heat that was 
put on you by the so-called higher-ups in the union? How far did 
that thine go? Iam interested in that. 

Mr. Kunz. It is hard to tell. 

Mr. Curnr. Was there any threat or intimidation toward you to 
trv to muzzle von, or throttle you, or hush you up? 

Mr. Kunz. Well, I considered it that. 
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Mr. Cuetr. Was there a reflection of the pressure from the big 
boys? 

Mr. Kunz. If I had not gone over to Washington I would not 
have been subpenaed and a whole lot of other things. 

Mr. Cuetr. They have not muzzled you yet, have they? 

Mr. Kunz. No. 

Mr. Cuetr. Thank you very much. 

Mr. Kearine. And you figured that muzzling came from the Big 
Four getting in touch with the business agents in cooperage outfits 
that they controlled to try to put the quietus on you? 

Mr. Kunz. I would not say it was the Big Four, because Seagram 
had nothing to do with it. 

Mr. Keartina. Certain ones of the Big Four? 

Mr. Kunz. It was the Brown-Forman, Blue Grass Cooperage Co., 
Mr. Helm, and Chess & Wyman and Mr. Deutsch 

Mr. Cuetr. But all who were doing business with the Big Four in 
the way of sales? Is that not true? 

Mr. Ku nz. No, the Seagram Co., the cooperage end, confined them- 
selves to their own business. T hey do not sell out and do not buy, 
only in pinches. 

Mr. Keatinc. Who is Blue Grass? 

Mr. Kunz. That was organized by Brown-Forman. They have 
only been in business about 6 years. 

Mr. Keratine. Is that connected with one of the Big Four? 

Mr. Kunz. No. 

Mr. Keattne. That is a separate company ? 

Mr. Kunz. That is a se om ite company, the Brown-Forman. 

Mr. Keatine. They deal with certain ones of the Big Four? 

Mr. Kunz. Oh, yes. That is a rather small distillery. I imagine 
their capacity is around 250 barrels for distillation pul pos es. They 
have a plant there where they can turn out approxi ane 1,500 
barrels a day, so naturally they are going out and mpete with 
other independent shops, or even the distillery owned a 0 

Mr. Cuetr. At least they were your competitors? 

Mr. Kunz. Yes. 

Mr. Keating. I was trying to figure out in my own mind why it was 
they objected to your coming to Washington to see the Justice De- 
partment about why nothing had been done about this situation. 
That seems a natural thing for an American citizen to do. What 
was their objection to it ? 

Mr. Kunz. Well, if it is not a monopoly, what do you have to fear? 
I said, * ‘Why do you object to my YO! if to Washington ? I have noth- 
ing to hide. If you have nothing to hide, why do you object ?” 

Mr. Keating. That was your answer to them ? 

Mr. Kunz. Yes. 

Mr. Keatine. And that was your answer to the superiors in the 
international union who got in touch with you? 

Mr. Kunz. Yes, sir. 

Mr. Keatrinc. What answer did they make to that ? 

Mr. KUNz. , Fo rawv hile we did not heal anything. We had a meet- 
ing of the general executive board in Cincinnati and L ouisville about 
January 12 and 13, and at that meeting I told them that now isa proper 
time to settle this whole controversy. “Now if you want to hear my 
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side of it, all right,” I said. “If we get into this thing, we are going 
to let the chips fall where they may.” I said, “Now start it.” 

None of them said anything. ‘They just clammed up and said no 
more about it. Whether they had others to shut up or not, I do not 
know, but I cannot think somebody told them to keep quiet. 

Mr. Keatine. You went ahead and told your side of the story? 

Mr. Kunz. Well, they did not want to listen to it. It was just 
dropped there until later on. We do most of our business by cor- 
respondence—our international executive board. We are a small or- 
ganization and have very low salaries. We only get paid when we 
gooutonajob. Wegetaperdiem. We dothings by correspondence. 
I did not like it and I do not think they liked the answers I gave them. 

Mr. Keatine. That is all. 

Mr. Roprno. Did I not understand you to say that they later changed 
their attitude and told you that was the thing that you should have 
done? 

Mr. Kunz. Only one; Mr. Steidel of the National Distillers. 

Mr. Keatina. He died. 

Mr. Kunz. He died. He was one of the good ones. He was a very 
nice man. 

Mr. Mircnetyt. That was Leonard Steidel ? 

Mr. Kunz. That is correct. 

Mr. Mrrenett. Do you know his middle initial ? 

Mr. Kunz. No, I do not. 

Mr. Mrrcue.. S-t-e-i-d-e-1? 

Mr. Kunz. That is correct. 

Mr. Mircue.y. He lived in Memphis but is now deceased ? 

Mr. Kunz. Yes. 

Mr. Mircue.u. He was with the National Distillers ? 

Mr. Kunz. Yes; the cooperage division of National Distillers. 

Mr. Mrrcwety. He was the head of that ; was he ? 

Mr. Kunz. Yes, he was the recognized head of that. 

Mr. Mircneti. Now Mr. Deutsch, what was his first name? 

Mr. Kunz. I do not recall his first name. I met him personally. 
I met him quite often. 

Mr. Mircuety. He was with the Schenley Co. ? 

Mr. Kunz. No, Mr. Joyce was with the National. 

Mr. Mitrenet.. Iam talking about Mr. Deutsch. 

Mr. Kunz. He was with Schenley; yes. 

Mr. Mrrenety. Do you know his first name? 

Mr. Kunz. Edward. 

Mr. Mrrcueti. He was with Schenley—the vice president ? 

Mr. Kunz. Yes. 

Mr. Mircnett. Who bought that Majestic plant near Baltimore that 
we were talking about awhile ago ? 

Mr. Kunz. ‘That was Seagram who bought that. 

Mr. Mrrcne.yi. Now one final question: In 1949, if any accredited 
representative of the Department of Justice had asked you the same 
questions that the committee has asked you here today, would your 
answers have been the same ? , 

Mr. Kunz. I think so. I do not see how they could have been other- 
wise. ‘The same conditions prevail. 

Mr. Mircuennt. Thank you. 
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Mr. Keatine. But those questions were not asked of you by them? 

Mr. Kunz. That is right. 

Mr. Roprno. You mentioned something about Seagrams and that 
they only operated in such a way when they were ina pinch. What 
did you mean by that? 

Mr. Kunz. When they needed barrels they would go on the outside 
and buy them. They even bought some from Kimball-Tyler. 

Mr. Roptno. Did you feel they were justified then / 

Mr. Kunz. That they were justified ? 

Mr. Roprino. That they were justified. You said they operated in 
that fashion when they were in pinches. 

Mr. Kunz. If Kimball-Tyler did not sell them the barrels they 
would have bought them elsewhere, like Clausner, or even from the 
the other distillers. They put up a pretense of disliking one an- 
other, but when it comes to buying barrels they do not draw the line 
there, at all. 

Mr. Ropino. That is all. 

Mr. Cuerir. Thank you very much, Mr. Kunz. 

Mr. Mircuentt. Mr. Hickerson, please. 

Mr. Cueir. Mr. Hickerson, do you solemnly swear the statements 
you are about to make on this occasion will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Hickerson. I do. 


TESTIMONY OF BROADUS E. HICKERSON, FORMER EMPLOYEE, 
LORETTO DISTILLERY CO., LORETTO, KY. 


Mr. Cuetr. I might say for purposes of the record that Mr. Hicker- 
son is from my good home town of Lebanon, Ky. 

Mr. Mircnety. You live in Lebanon, Ky., Mr. Hickerson ? 

Mr. Hickerson. Yes. 

Mr. Mircueti. What is your business or occupation ? 

Mr. Hickerson. | am a special investigator with the Office of Price 
Stabilization. 

Mr. Mircuein,. Where are you located ? 

Mr. Hickerson. Our district office is in Louisville, Ky. 

Mr. Mircue.t. Is that fairly near to Lebanon ? 

Mr. Hickxerson. About 70 miles. 

Mr. Mrrcueii. Have you ever been in the whisky business? 

Mr. Hickerson. I was employed by a distillery at one time. 

Mr. Mircueti. What was the name of it? 

Mr. Hicxerson. Loretto Distilling Co., Loretto, Ky. 

Mr. Mircnett. When was that ? 

Mr. Hickerson. I went to work for Loretto in March 1944. 

Mr. Mircueii. How long did you work for them? 

Mr. Hickerson. Approximately 4 years. 

Mr. Mircueii. How did you happen to stop? 

Mr. Hickxerson. Well, Loretto sold out first to Philip Blum & Co, 

Mr. Mircuetit. When was that? When did they sell out? 

Mr. Hicxerson. To Blum, I expect that was about the latter part 
of 1946. 

Mr. Mrrenetyi. Did you keep on working for them ? 

Mr. Hickerson. I ke ‘pt on working for them because Loretto held 
its entity as a cor por: ition. 
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Mr. Mrrenens. What did Loretto consist of? Was there anything 
there besides a distillery é 

Mr. Hickrrson. In 1946 or early 1947, we took on a cooperage 
operation, 

Mr. Mrreneti. Did you build it? 

Mr. Hickerson. We built a cooperage plant and contracted some 
boundaries of timber and purchased staves from wherever we could 
find them and manufactured barrels. 

Mr. Mircuenti. Was that done at Loretto? 

Mr. Hicxerson. Yes. 

Mr. Mircueni.. How big a town is Loretto ? 

Mr. Hicxerson. I would think Loretto is between 400 and 500 
people. 

Mr. Mircnens. About how many people work for this distillery and 


cooperagce a 


Mr. Hicxerson. To the best of my memory there were around 150 
who wo —_ for t] the dis tillery, ine luding the bottling- house operations, 
and pos v between 50 and 75 we re employed in the cooperage plant. 


Mr. iene HELL. Had that distillery been there before 1944? 

Mr. Hickerson. Yes, it had. 

Mr. Mrrcneti. About how long, do you remember ? 

Mr. Hickerson. I expect that distillery was built in 1936 or 1937. 

Mr. Mrrenenrs. After Blum bought it you kept on working and they 
had both the distillery and the cooperage shop ? 

Mr. Hitckrerson. Yes. 

i Mirciett. What happened after that? 

S seerae rson. Then Blum sold to National Distillers Corp. 

Mr Mircnein. They sold the whole works ? 

Mr. Hr KERSON. Most of their holdings, which was three distil- 
leries: the James Beam plant at Claremont, Ky., the Loretto Distillery 
Co. at Loretto, and the Squibb plant at Vincennes, Ind. 

Mr. Mircnenn. In LOT they sold the Loretto plant ¢ 

Mr. Hickxrerson. Well, National Distillers took over Loretto in 1948. 
I expect it was Fel gay or March 1948, 

i abe st What happened | then ? Did they continue to run it ? 
. Hickerson. T aa made a little more whisky. They dismantled 
re ott ng house and the cooperage plant. 

Mr. Mirreneiz. They dismantled these plants? 

Mr. Hicxrrson. They dismantled thx aaa ige plant. There were 
no more barrels. We had gotten up to where we could produce around 
150 barrels a day. ‘That was all dismantled. I think National made 
possibly a little spirits or whisky there during the first few months, 
and then the last time I made an inspection there was about 2 years 
ago. Iwas withthe Alcohol Tax Unit and I made an inspection there. 


It was all dismantled and there were no operations there, exce pt a few 
leak hunters. Li ak hunters are the men who are employed by dis- 
tilleries to vo through the ware house where the barrels are eacad to 


see if there are any barrels leaking. If there are any leaks, they plug 
them up. 
Mr. Kweartne. Do they make whisky, or these neutral spirits? 

[r. Hicxerson. I don’t remember whether National made whisky 
or neutral spirits after they got it, but the distillery was equipped with 
a spirits column, or an alcohol column, and you could make neutral 
spirits up there. 
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Mr. MircHeti. But the building was still standing there in 1950? 

Mr. Hickxerson. Yes, sir. 

Mr. Mircueuni. That is the warehouse ? 

Mr. Hickerson. Yes, sir. 

Mr. Mrrcueii. And it was being used for that purpose? 

Mr. HIcKkERs« N. Well, the storage warehouses were being used to 
store bonded whisky. 

Mr. MITCHELL. But the distillery was not used ? 

Mr. Hickerson. No, sir 

Mr. Mircuetn. That was stopped early in 1948 ¢ 

Mr. Hickerson. The fermenters all showed the y hadn’t been used 
for a long time. 

Mr. Mitcuet.. What about the cooperage shop, was that in a 
separate building? 

Mr. HickKerson. Yes, sir, the cooperage shop was 150 or 200 yards 
from the distillery business. 

Mr. Mircnett. When you saw it in 1950 what was in it, if any- 
thing ¢ 

Mr. HiICKERSON. Nothing. The machinery was all out. The coop- 
ernge or the staves were all gone. 

Mr. Mitcnens. Did you have any experience with another distillery 
m a nearby town ? 

Mr. Hickerson, I had experience with several distilleries, because 
for eppromimatety 10 years prior to 1944 I was a storekeeper-gager 
and inspector with the Alcohol Tax Unit. 

Mr. Mri« HELL. Are you able to tell the committee about any similar 
purchase and disuse of a whisky distillery ? 

Mr. Hi KERSON. Well, at Leb anon, Ky.. » he nl ey purchased what 
was known then as “the John A. Wathen plant. 

Mr. Mrrcnein. Tell the committee about that. 

Mr. Hickerson. That distillery sale took place in either 1942 or 


1943, I expect. It had been owned b va private corporatio} i—by that 


I mean, a closed corporation—and the Schenley Distilling Co. pur- 
chased that p dant. Two bottling houses had been ¢ ope rating there. | 
expect that at that time the John A. Wathen plant employed around 
from 250 to 300 people in the bottling houses ar the distillery and 
the warehouses and so forth Both bottling nouses were dismantled. 


Mr. KEatTinaG. They made a ghost town out of Lebanon ? 

Mr. Hickerson. They would have if we had not been fortunate 
enough to have a little clothing factory come in there. They made a 
ghost town out of Loretto. 

Mr. Mircuetn.. That iS, the closing of this Loretto Distilling Co. 
made a ghost town out of Loretto, Ky.? 

Mr. Hickerson. Well, the employees—when I was there with 
Loretto Distilling Co., we en np loyed sometl ung like from 200 to 250 
people at Loretto Distilling Co. and we had a rectifying plant there 
Just across the railroad from the « tillery called David Springs Co. 
which employed something like 50 or 60 people. 

Mr. Keatine. And the whole saateinalias was 400? 

Mr. Hickerson. Of course they drew people from out in the 
country. 

Mr. Keattneo. Lebanon is larger than Loretto ? 

Mr. Cuetr. Yes, we are a great big town. We number 5,900. 

Mr. Keatine. I was not familiar with that geography, there. 
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Mr. MircuetnL. Was that John E. Wathen? 

Mr. Hicxerson. It is John A. Wathen. 

Mr. MircHe tt. This last one was Davies Springs? 

Mr. Hickerson. David Springs Co. 

Mr. Mrrcuent. Was that one closed up, too! 

Mr. Hicxerson. Yes, sir. 

Mr. Mircuetn. Who bought that one? 

Mr. Hickerson. That went in the deal to National. 

Mr. MitrcHe.i. With the Loretto? 

Mr. Hickerson. Yes, sir. 

Mr. Mircue.y. So that the Loretto deal was a distillery and this 
nearby rectifying plant and the cooperage plant ? 

Mr. Hickerson. Yes, sir. 

Mr. Mircueii. Now the other deal, this Wathen Co., that was in 
the big town of Lebanon ? 

Mr. Hickerson. Yes, sir. 

Mr. Mircneti. That also stopped operations there, did it ? 

Mr. Hickerson. Well, approximately. They manufactured some 
spirits there afterward, but the bottling houses never did operate any 
more. 

Mr. Kearine. No leak hunters lurking around there? 

Mr. Hicxerson. There were still leak hunters there because there is 
still whisky stored there. 

Mr. Mircnet. If an accredited representative of the Department 
of Justice came to see you in 1949 and asked you these questions that 
I have asked you for the committee, would your answers have been 
the same? 

Mr. Hicxerson. Yes, sir, they would. 

Mr. Mitrcuety. That is all. 

Mr. Keatine. Nobody ever talked to you from the Justice De- 
partment ? 

Mr. Hickerson. No, sir. We saw we were going to be unable to 
get cooperage so we established this cooperage company. Just prior 
to the establishment of it, I had been from Tennessee on through 
Arkansas trying to find some barrel staves or something, and I never 
did find but one independent man and that was out at a little town in 
Arkansas and I did buy a few staves from him. 

Mr. Keatrne. Did you try to buy barrels from the cooperage com- 
panies controlled by the Big Four? 

Mr. Hicxerson. Loretto ‘Distillery Co. had been purchasing from 
Motor Wheel and another. 

Mr. Keattna. They sold you barrels? 

Mr. Hicxerson. They sold barrels prior to that, but I went down 
to see Ed Deutsch; he had been made manager of it, and he said, “We 
can probably let you have about 10 percent of what you have been 
getting.” 

It was just prior to the war and we hadn’t been getting many, so 
we were practically cut off. 

We had been purchasing quite a few barrels from Motor Wheel. 

Mr. Keartina. That is controlled by Schenley, is it? 

Mr. Hickerson. I think that is National. I won’t say for sure. 
I understand it is National, and Louisville Cooperage, the other one, 
is controlled now, I understand, by Schenley. I had been through 
that country and we couldn’t find anything. So we understood we 
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were going to be permitted to make some more whi ky and we had 
to have some barrels to put it in and that was the only way we ¢ ‘ould 
vet them. 

Mr. Cuetr. As I understand it, the whole idea of the construction 
of a cooperage plant at Loretto Distillery Co. there at Loretto was 
brought about by the fact that you, acting in the interests of the 
little distilling company, tried as best you could to find outlets for 
barrels so that you could have them for the distillery; is that right? 

Mr. Hickerson. That is right. I made quite a survey from east 
Tennessee on up through Arkansas. 

Mr. Cuetr. After you found you were unable to find barrels, as 
I understand it, you had to construct a little cooperage plant there 
at Loretto? 

Mr. Hicxerson. We saw no other alternative, because we could not 
get barrels and we had to have barrels. 

Mr. Cue tr. In other words, as I understand it, the places that you 
used to get barrels from, these sources dried up on the company and 
you were unable to secure them, and in self-defense you had to build 
a cooperage plant? 

Mr. Hickerson. We had to build a cooperage plant because we 
could not get barrels other places where we had been getting them. 

Mr. Cuetr. What was the worth of the Loretto Distilling Co. at 
the time, do you recall? About what size operation was it? How 
much were you mashing at the time? 

Mr. Hicxerson. We were mashing about 1,200 bushels. 

Mr. Keatine. What does that mean in terms of beverages? 

Mr. Hicxerson. That means 1,200 bushels of grain; it will make 
about, 475 gallons of whisky. 

Mr. Cuetr. Do you recall what the value of the plant was about 
that time? 

Mr. Hicxerson. I do not know what the plant was sold for, but 
I understand there was about $1 million in the « one rage department. 
It was departmentalized. I suppose the distillery and the whisky 
that was stored there was worth a million and a half or two million. 

Mr. Cuetr. A million and a half or two million dollars? 

Mr. Hicxerson. That is right. 

Mr. Cuetr. Do you know how the money was obtained to build 
this cooperage plant? 

Mr. Hicxerson. Debenture bonds were issued by Loretto Distill- 
ing Co. 

Mr. Cuerr. Debenture bonds were issued on the Loretto Distill- 
ing Co.? 

Mr. Hickerson. That is right. 

Mr. Cuetr. In order to raise the money to build the cooperage 
plant? 

Mr. Hicxerson. That is right. 

Mr. Cuetr. As I understand it, that cooperage plant ran in full 
operation until such time as it was sold to Mr. Blum who bought it 
and lived in Chicago. 

Mr. Hicxerson. It opened when Blum sold it but it was dismantled. 
Business picked up when Blum had it. But when National got it, it 
never made another barrel. 

Mr. Cnetr. He used it until it was sold to National ? 

Mr. Hickerson. Yes. 
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Mr. Cuetr, After he sold it to National, then the plant was de- 
stroyed or wrecked and put out of business ¢ 

Mr. Hicxerson. It was dismantled and the machinery shipped to 
other places where National had different cooperage p ylants. 

Mr. Cuetr. And did I also understand you to say the bottling plant 
was likewise closed down, throwing peop le out of emp sloyme nt 4 

Mr. Hickerson. Yes. 

Mr. Cueir. Did the same thing happen at Blair Distilling Co. ¢ 

Mr. HicKkerson. Yes. 

Mr. Cue Fr. For the purpose of the record and for the purpose of 
the committee, I would like to have you state where Blair is located 

Mr. Hickerson,. Blair is located about a mile west of Loretto. 

Mr. Cuetr. Another distillery ¢ 

Mr. HicKerson. Yes. 

Mr. Cueir. After that was acquired by Seagram, was that bottling 
plant likewise closed down and were the local people thrown out 
work ? ’ 

Mr. Hickerson. Yes. There was no more work in any of those 
distilleries out there except a few leak hunters and guards, 

Mr. Cuetr. Do you know whether or not the bottling house at Dant 


4 
> 
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Distillery down at Dant, Ky., was likewise closed down after it was 
sold ? 

Mr. Hicxerson. The last time I made an inspection at the old J. W. 
Dant plant—now Dant is about a mile and a half down the road from 
Blair; Blair is located at St. Francis, Ky.—they had bottled probably 
enough for a couple of days and 6 months or something like that. 

Mr. Cueir. And the same situation was there at the Wathen plant 
at Lebanon after it was acquired by Schenley, is that right 

Mr. Hickerson. That is right. There never was any more bottling 
there. The bottling house was dismantled and they made a cistern 
room out of part of it, and the other bottling house, the tax-paid 
bottling house, they dismantled it and took out all the bottling ma- 
chinery and put a dryer in there that dries distillers’ dried grain. 

Mr. Cuetr. Would you say that the greatest percentage of the 
people of the little town of Loretto worked there at the distillery? 

Mr. Hicxerson. While it was in operation I would, yes, and the 
surrounding countryside. 

Mr. Cuevr. It has made a ghost town out of Loretto? 

Mr. Hickerson. Practically a ghost town. There is no more busi- 
ness there. That was “the” business of the little town, the Loretto 
Distilling Co. There are a few guards down there now and approxi- 
mately a half-dozen or so leak hunters, and that is it. 

Mr. Rocers. Were you a stockholder in the Loretto Distillery Co.? 

Mr. Hickerson. No, sir; I was employed by the Loretto Distilling 
Co. 

Mr. Rocers. You know nothing about what the financial transac- 
tions were between the sales of Loretto to Blum and from Blum to 
National? 

Mr. Hickerson. So far as I know, it was. 

Mr. Rocrrs. You know the sale was made, but what the prices were 
or what the motives were in making the sales, you know nothing 
about it ? 

Mr. Hicxerson. I would not know about the price; no, sir. 
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Mr. Rocers. You did not attend any stockholders s meetings where 
the sale was approved or anything of that character 

Mr. Hickerson. No. The main thing I did was to transfer the 
distillery, according to the rules and regulations of the Alcohol Tax 
Unit. 

Mr. Rocers. Were you employed by the Alcohol Tax Unit at the 
time of the sale of Loretto to Blum? 

Mr. Hickerson. No, sir; 1 was employed by Loretto Distilling Co. 

Mr. Rogers. You were employed by Loretto Distilling Co. ? 

Mr. Hicxerson. Yes, sir. 

Mr. Rocers. Were you ever at any meetings where the sale from 
Loretto Distilling Co. to the Blum Distilling Co. was a ussed 2 

Mr. Hickerson. Now you are talking about Loretto selling to Blum, 
and then Blum selling to National ? 

Mr. Rogers. That is right. 

Mr. Hicxerson. I was in Chicago at a meeting when Blum sold 
to National. 

Mr. Rocers. Did you hear anything discussed about why Blum was 
selling to National ? 

Mr. Hicxerson. No, sir; I did not. 

Mr. Rogers. Was any explanation ever civen at any of these meet- 
ings that you may have attended ¢ 

Mr. HICKERSON. Nothing more than that it was a cood price for 
it and it was good time to sell. A good price. That is all I know. 

Mr. Rocers. That will be all I have. 

Mr. Cuetr. Thank you very much. We certainly appreciate it. 

Mr. Mirenewn. I will call Mr. Makler, P please. 

Mr. Cueir. Mr. Makler, do you solemnly swear that the statements 
you are about to make on this occasion will be the truth, the whole 
truth, and nothing but the truth, so help you God? 


Mr. Maxuer. I do. 


TESTIMONY OF JOSEPH H. MAKLER, PRESIDENT, WATERFILL & 
FRAZIER DISTILLERY C0., CHICAGO, ILL. 


Mr. Mircue yt. Please state your name. 

Mr. Maxuer. Joseph H. Makler. 

Mr. Mircuriti. What is your address ? 

Mr. Maxirr. 120 South LaSalle Street, Chicago. 

Mr. Mrrcneiy. What is your business / 

Mr. Maxxer. I am president of the Waterfill & Frazier Distil- 
lery Co. 

Mr. Mrrenenu. Is “Waterfill” a man’s name? 

Mr. Maxter. It is the name of the man who founded the company. 
Jesse Waterfill and Holman Frazier. 

Mr. Mrrcnetn. Where is the distillery located ? 

Mr. Maxter. Bardwell. Ky. 

Mr. Mrrcuenti. How long have you been in the distillery business, 
sir ¢ 

Mr. Maxurr. Never havi x been in the industry before, we bought 
the properties of the Shawhan Distillery Co. and the Waterfill 
Frazier Distillery Co. in February 1945. 

Mr. Mircnuty. Along about June 7, this year, did you get a ques- 
tionnaire from this committee ? 

Mr. Max er. Yes, sir. 
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Mr. Mirenet.. You were good enough to answer that question- 
naire and to come down here to test ify at our request ¢ 

Mr. Mixuer. Yes, sir. 

Mr. Mircuriy. What is the relative size of your company? How 
do you express the size? 

Mr. Maker. As an independent, I would say we were among the 
largest in the industry. 

Mr. Mircnets. That is in number of sales a year? Do you have 
any objection to stating the total sales? 

Mr. Maxuer. Yes. 

Mr. Mircueit.. We have asked you that in confidence and we do 
not want to press you here, but it is one of the larger in the industry, 
classified with what other companies ? 

Mr. Maker. Let us say one of the larger in the industry. 

Mr. Kratine. He does not want to advise his competitors. 

Mr. Maxter. I do not want to advise anybody with outside stock- 
holders as competitors. We are strictly independent in that our com- 
pany is owned my myself, my wife, and my children. 

Mr. Mircnet.t. Where are your sources of supply for cooperage, 
Mr. Makler? 

Mr. Maxter. Our source of supply today is presently through the 
present owners of the cooperage industry who are the larger dis- 
tillers. 

Mr. Mrrcuett. What was your situation in 1945 when you bought 
this company ? 

Mr. Maxter. In 1945, at the time of the purchase of the company, 
the distillers were shut down and were allowed periodic holidays. 
From that time, February 1945, down through December 1946, it 
was almost impossible to obtain any cooperage from anybody. 

Mr. Krarina. When you speak of a holiday, that was the time you 
were working ? 

Mr. Maxter. We were working for the Government, making alcohol, 
and then periodically they would let the distillers work for 10 days 
to make whisky, off and on. 

Mr. Mrrenett. Your company had been purchasing its cooperage 
from what cooperage company ? 

Mr. Maxter. The Shawhan Distillery Co., They purchased the 
cooperage company from the Motor Wheel Co. 

Mr. Mrrenetz. That is at Memphis, Tenn. ? 

Mr. Maxter. Yes. 

Mr. Mirecnetn. That was owned by whom? 

Mr. Maxurer. That was owned by the Motor Wheel Corp. at the 
time. 

Mr. Mirenen.. That was a Detroit manufacturer, was it not? 

Mr. Maxter. Yes. 

Mr. Mrrcne yt. Go ahead now. 

Mr. Maxter. And the Waterfill & Frazier Distillery Co. purchased 
their cooperage from the Chess & Wymond Co. in Louisville, Ky. 

At the time these companies were bought, Motor Wheel was bought 
by National Distillers and Chess & Wymond was bought by Schenley 
and we were unable to obtain any cooperage from these companies 
after their purchase. 

Mr. Mrrcnett. They were purchased by two of your competitors? 

Mr. Maxter. That is right. 
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Mr. Cuetr. But you had been able to purchase prior to this acquisi- 
tion of them? 

Mr. Maxter. Yes. 

Mr. Mircuety. Go on and tell the committee about your negotia- 
tions with these companies after the purchase of the cooperage com- 
panies by these two companies a named. 

Mr. Maxuer. In December 1946 we entered into a contract with 
the National Distillers Corp. for a 12-month supply of cooperage, but 
when the cooperage came it did not meet with the standards of the 
Waterfill & Frazier Distillery Co. the cooperage shipped had to 
be used because we had to put the stock into something. We asked 
that the contract be canceled and it was canceled. 

During the time that we had the holidays, we put the whisky into 
used cooperage and kept it there until we were able to obtain new 
cooperage, and transferred it. 

Mr. Mrrcneiy. Were any offers made to you of new cooperage dur- 
ing this time of shortage, in any way connected with allocations of 
grain, or sharing of allocations of grain? 

Mr. Maxter. No. 

Mr. Mrrcnect. Or any other kind of tie-in offers? Were any other 
kind made to you ? 

Mr. Maxter. Not by the major distillers. Not by distillers. Some 
individual might come in and before it got to me it was rejected. 

Mr. Mircnery. That is, cooperage was short and so was grain, was 
it not ? 

Mr. Makter. Yes. 

Mr. Mircuetyt. Will you tell the committee your experience with 
the distribution of your produce t, the marketing of the bottled product ? 

Mr. Makter. We are in probably a different position than most of 
the smaller independents today who have tried to get distribution. 
We have approximately 40 distributors and these distributors, most 
of them, handle the products of the Big Four. I have no definite 
information that these distributors were ever advised to give up Wa- 
terfill & Frazier, and if off and on some distributor says, “I won't take 
on Waterfill & Frazier because one of the Big Four that I handle does 
not want me to handle it,” I cannot say he is absolutely truthful about 
it, but when they do take it on, and Waterfill & Frazier does become 
a big item with them, I am quite sure that none of the Big Four would 
tell them to stop selling. They do not have to do that. They can say 
they want more of their own products sold, and I do not blame them 
for it, at all. 

Mr. Mircneii. But does that happen? Does that happen as a 
matter of fact? 

Mr. Maker. Sure it happens, and I do not blame them for using 
that language. 

Mr. Mrrcnett. But the result of that, as I recollect, is that when 
your product gets to be a big seller in certain instances with certain 
distributors these distributors are pressed to sell more of the product 
of the competing Big Four. 

Mr. Maxkcer. Yes. 

Mr. Mitcuett. Do you know of any instance—or am I saying the 
same thing when I say the distributor is encouraged not to move your 
stuff? 

Mr. Maxter. No. 
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Mr. Mrircuerv. Does that ever happen? 

Mr. Makwer. No. 

Mr. Mircuetxi. You do not have that? 

Mr. Makter. No. 

Mr. Kratine. The encouragement is positive, rather than negative; 
that is what you are getting at. 

Mr. Maxter. That is correct. 

Mr. Mircueti. You would have had no hesitation, had you been 
queried in 1949 along the same line here by an accredited representa- 
tive of the Department of Justice, to have given the same answers, 
would you, sir? 

Mr. Maxwer. Not at all. 

Mr. Mrrcneii. Your answers would have been the same? 

Mr. Maxuer. As far as the cooperage is concerned. I cannot take 
you up to my distribution at this time and say I would give them the 
same answers because I have not had the experience in distribution 
or had not then that I have had up to date. The cooperage answers 
up to that time would have been the same. 

Mr. Mrvcenetx. Thank you, sir. 

Mr. Cuetr. Are there any questions, Mr. Rodino? 

Mr. Ropino. No questions. 

Mr. Cuetr. Mr. Rogers? 

Mr. Rogers. No questions. 

Mr. Cuetr. Mr. Keating? 

Mr. Kratine. Have you ever been questioned by any representative 

if the Justice Department up to this time ? 

Mr. Maxurr. No, and I have made no complaint to the Justice 
Department up to this time. 

Mr. Cueir. Thank vou very much, Mr. Makler. 

The next witness, Mr. Mitchell. 

Mr. Mitrcuery. Mr. Hash. 

Mr. Cuevr. Mr. Hash, do you solemnly swear the statements you 
are about to make on this occasion will be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Hasu. I do. 


TESTIMONY OF JOSEPH M. HASH, MANAGER, MAJESTIC 
DISTILLING CO., LANSDOWNE, MD. 


Mr. Cortrer. Will you state your name for the committee, please? 

Mr. Hash. Joseph M. Hush. 

Mr. Couurer. And your title? 

Mr. Hasu. Manager. Majestic Distilling Co. 

Mr. Couurer. Where is that located ? 

Mr. Hasn. Lansdowne, Md. 

Mr. Cortrr. How close is Lansdowne to Washington, D. C.? 

Mr. Hasn. It is around 30 or 35 miles. 

Mr. Couurer. It is about equidistant between Washington and 
Baltimore? 

Mr. Hasu. We are just outside of Baltimore. 

Mr. Courrier. You are just on the edge of Baltimore? 

Mr. Hasn. That is correct. 

Mr. Corurer. Are you connected with any other distilling com- 
panies? 
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Mr. Hasu. We have the Baltimore County Distilling Co. 

Mr. Coturer. The Baltimore County Distilling Co. 

Mr. Hasu. That is correct. 

Mr. Couturier. And that is also located at Lansdowne? 

Mr. Hasu. Yes. 

Mr. Coxuier. You have two plants or one plant ? 

Mr. Hasu. We have one plant. 

Mr. Cotuier. How long have you been in the distilling business 
yourself? 

Mr. Hasn. A little over 2 years. 

Mr. Couturier. And how long has Majestic Distilling Co. been in 
existence / 

Mr. Hasn. The last time since about 1946. I believe that is right. 
I am not certain. 

Mr. Cotumr. And the Baltimore County Distilling Co.? 

Mr. Hasn. Since 1949. 

Mr. Couttrer. We have had prev ious testimony regarding the name 
“Majestic Distilling Co.” in Baltimore. W ould this be a continus l- 
tion of that company? How did you acquire the name “Majestic”? 

Mr. Hasu. I would not know, because I was not associated with 
them at that time. 

Mr. Cotirer. We have had previous testimony that Majestic Dis- 
tilling Co., located in Baltimore, was purchased by Seagram, Calvert. 

Mr. Hasu. I believe that is correct. 

Mr. Cottier. Are you familiar with that ? 

Mr. Hasn. I am not familiar with it. 

Mr. Coturer. The plant itself wound up on the junk heap. 

Mr. Hasn. I understand that is what happened. 

Mr. Cottier. What type of business do you do? 

Mr. Hasu. We manufacture rye whisky, and we also bottle straight 
whiskies. 

Mr. Kratinc. Would you speak a little louder? 

Mr. Hasu. We bottle straight whiskies and also blends of straight 
whiskies. 

Mr. Cotuier. You bottle straight whiskies and blends of straight 
whiskies. 

Mr. Hasn. Yes. 

Mr. Cottier. You are speaking of rye now? 

Mr. Hasn. And bourbon. 

Mr. Cottier. Do you use any spirits in your blending? 

Mr. Hasn. No, sir. 

Mr. Cottrer. Your blending is a blend of straight whiskies? 

Mr. Hasu. Yes. 

Mr. Krarine. I do not understand that. I thought that blending 
meant putting ne ob al spirits into whisky. 

Mr. Cuetr. Well, the original idea, Mr. Keating, was to blend 
straight whiskies with straight whiskies to give it a different aroma 
and a different taste, but over the years it has gotten into the neutral 
spirits business. 

Mr. Keatrne. Well, do any of them admit they put neutral spirits 
in? 

Mr. Cuetr. Oh, yes. I think the gentleman could go ahead on that, 

Mr. Keatinea. I want to get that straight. 
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Mr. Cuetr. As I understand it, you blend straight whiskies made 
up of whiskies which have the required age by law. 

Mr. Hasu. That is correct. 

Mr. Cottier. You are required, then, to use new cooperage for all 
of your distilling? 

Mr. Hasn. That is correct, except when we make corn whisky. If 
we manufacture corn whisky we are allowed to use used cooperage, 
but we have not bottled any corn whisky, at all. 

Mr. Couirer. Corn whisky can be put in used cooperage and can 
still be called whisky ? 

Mr. Hasn. After, I believe, a 2-year period of time. 

Mr. Couturier. After 2 years in used cooperage ? 

Mr. Hasn. That is right. 

Mr. Cottier. Where do you buy your cooperage, today ? 

Mr. Hasu. From the Kimball-Tyler Co. in Baltimore. 

Mr. Cotter. To whom do you sell your bulk whisky ? 

Mr. Hasu. To rectifiers. 

Mr. Couirer. Independents? 

Mr. Hasn. Independent rectifiers; yes, sir. 

Mr. Couurer. Is there a market for your bulk whisky today ? 

Mr. Hasn. There is a limited market. 

Mr. Cottier. What do you mean by a “limited market”? 

Mr. Hasn. Since most of the distilleries in Maryland have been 
taken over by the Big Four there has been quite a decrease in demand 
for rye whisky, and of course Maryland is not very popular and it 
certainly limits our market, now, because there are not sufficient inde- 
pendent plants to get the distribution. 

Mr. Couuier. There are not enough independent distilleries to sell 
your product to? 

Mr. Hasu. That is correct. 

Mr. Cotirer. Are you speaking of distilleries or rectifiers? 

Mr. Hasn. There are not enough independent distilleries in the 
manufacturing of rye whisky to get distribution throughout the 
country to make a rye whisky sufficiently popular. 

Mr. Cotter. You sell your rye whisky to rectifiers? 

Mr. Hasu. That is correct. 

Mr. Couturier. Have you found a decrease in that market ? 

Mr. Hasu. It is a very competitive market, because they just do 
not have the demand for the rye whisky. 

Mr. Couirer. To your knowledge, has there been a decrease in the 
number of independent rectifiers ? 

Mr. ae There has been a decrease in the number of rectifiers 
from year to year. I do not know just what the number is. 

Mr. Sounstie. Because you do not have the market for your bulk 
product, what do you do with your product? 

Mr. Hasu. We are more than likely going to be forced into the 
case-goods business. 

Mr. Corner. Have you found any trouble in putting your product 
out incase goods? That is, in the bottled form ? 

Mr. Hasu. It would be, for, in these blended whiskies, as I under- 
stand, they use the corn whisky which is put in used cooperage and 
they are also able to use the grain neutral spirits so it is very hard for 
us to compete in price, on a straight whisky. 

Mr. Contrer. You speak of “they.” 
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Mr. Hasu. The bottlers of blended whisky. 

Mr. CoLuler. And they used the rye that has been put in used 
cooperage 4 

Mr. Hasu. No; not rye, I don’t believe. I understand they used 
corn. Ido not know what the formula is, but I have heard rumors 
that they do use corn whisky which is in used cooperage and it makes 
a considerable difference in price in the finished product. 

Mr. Coturer. How much difference in price? 

Mr. Hasn. Well, your difference in price on barrels I should say 
would run 30 cents to 35 cents a gallon. 

Mr. Cotxrer. That is the cooperage cost ¢ 

Mr. Hasu. That is right. 

Mr. Cotuier. What is the cost to them? 

Mr. Hasu. It should be practically nothing. You can buy used 
barrels now, I believe, for ee $2 or $2.50, something like that, 
and then, of course, they have to repair them, but it is a minor thing. 

Mr. Cottier. You are saying in effect that it costs your competitors 
practically nothing for their cooperage, and it cost you 30 cents to 35 
cents a gallon, is that right? 

Mr. Hasu. Easily 35 cents a gallon. 

Mr. Cou.ier. How about your jobbers or distributors that you have 
contacted in an attempt to get your case goods on the m: arket 2 

Mr. Hasu. We have only talked to one jobber with reference to 
taking our products in, who has refused. 

Mr. Cottier. You have talked to one jobber and he has refused? 

Mr. Hasu. Yes. 

Mr. Courier. Could you give us the details of that ? 

Mr. Hasu. Back in 1950 we contacted the McCarthy-Hicks Co. 

Mr. Cottier. The McCarthy-Hicks Distributing Co. 

Mr. Hasu. Yes. 

Mr. Couuter. Where are they located ? 

Mr. Hasu. In Baltimore. They were interested in a 4-year-old 
straight rye whisky and they had gone so far as to draw up the label 
for it or have a label drawn up for it. 

Mr. Cotter. They designed labels? 

Mr. Hasu. Yes. 

Mr. Coiurer. They had been that interested in getting your prod- 
uct ? 

Mr. Hasn. Yes, and a couple of years later they said the OPS came 
in and they could not get what they considered to be fair mark- up for 
the product in order to get it over to the market and of course it was 
dropped at that. 

Mr. Coiuter. And you were unable to put your case goods out 
through that distributor ? 

Mr. Hasu. They did not want to take it due to the mark-up they 
wanted on the product and I believe the OPS would not allow it, or 
something. I do not remember the exact details of it. 

Mr. Cottrer. Do you feel that was a reasonable explanation or do 
you think there was something else behind it? 

Mr. Hasu. As far as I am concerned, I acce pte od it. 

Mr. Cortier. McCarthy-Hicks, for whom do they distribute? 

Mr. Hasu. They distribute oe Seagrams. 

Mr. Couurer. You have only been in operation a short period of 
time, relatively, considering the other companies. However, since 
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that time, the troubles that vou have had, if you had been asked these 
questions by a Department of Justice representative, would you have 
given the same answers? 

Mr. Hasn. Yes, sir. 

Mr. Conuter. That is all. 

Mr. Cuenrv. As I understand it, you have been having difficulty 
with output so far as ” ulk whisky is concerned. 

Mr. Hasu. Yes, sir. 

Mr. Cueir. You a not been able to find a market: is that 
correct 4 

Mr. Hasu. That is correct. 

Mr. Cneir. So you anticipated going into the bottling of goods- 
that is, to bottle your own brands and sell them to a distributor— 
and vou have not been able to do any cood there. 

Mr. Hasu. We have done some good, but nothing to amount to 
anything. 

Mr. Cueir. Have most of your turn-downs or refusals come from 
those who have handled the products of the Big Four? 

Mr. Hism. We have had but one refusal. We have since placed 
our goods with a wholesaler in Baltimore. 

Mr. Cuetr. You have since? 

Mr. Hasu. Yes. 

Mr. Cuetr. Who is that? 

Mr. Hastr. We have placed it with Callas & Hammond, a wholesale 
house in Baltimore. 

Mr. Cueir. Have they been able to sell for you? 

Mr. Hasn. Probably around a thousand cases since they have taken 
it. I believe they took it in either April or May, last year. 

Mr. Cuetr. Y ou hi ave been able to dispose of only a thousand cases 
in almost a year *s time? 

Mr. Hasn. That is i: 

Mr. Cuetr. Thank you. 

Are there any further questions ? 

Mr. Rocers. How long did you say you have been in the business, 
this Majestic Co. ? 

Mr. Hasn. They have been active at Lansdowne since 1949. 

Mr. Rogers. Since that period of time you have been able to pur- 
chase all the cooperage that you want from the Kimball-Tyler Co. ? 

Mr. Hasn. Callas-Hammond. 

Mr. CHELF. Th ank you very much. 

Mr. Mitchell, who is your next witness, please ? 

Mr. Mircuetn. Judge Shearer, please. 

Mr. Cuetr. Judge, do you solemnly swear the statements you are 
about to make on this occasion will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Suearer. I do. 


TESTIMONY OF GUY C. SHEARER, CHAIRMAN, ALCOHOL 
BEVERAGE CONTROL BOARD, FRANKFORT, KY. 


Mr. Mrrcenen.. Will you state your full name, please, Judge ? 

Mr. Surarer. Guy Cooper Shearer. 

Mr. Mrreneri. Will you state your business or occupation ? 

Mr. Surarrr. I am attorney and commissioner-chairman of the 
Kentucky Alcoholic Beverage Control Board. 
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Mr. MITCHELL. Ke ntue ‘ky ie ‘oO holt Cc Beverage (‘o? trol] Board / 

Mr. Surarer. That is right, 

Mr. Mircnetyt. Where is your - office 

Mr. Suearer. Ninth floor, State Office Building, Frankfort, Ky. 

Mr. Mircuety. In general, what are your dut in that. office / 

Mr. Suearer. I am chairman of the board an 
a manufacture, tre insportation, and pery sion Oi il 
of alcoholic beverages in the Commonwealth of Kentucky. 

Mr. Mircneti. Did you have occasion recently to make an ad 
dress to licensed distillers and wholesalers of the Commonwealth of 
Kentucky in the course of your duties, sir / 

Mr. Suearer. | did. 

Mr. Mircuetn. About when was that? I do not have the date 
here. 

Mr. SuHearer. It was in May, sir; the first or second week of May 
1952. 

Mr. MircuHety. I would like to read some of that speech and the 
committee would like to ask you some questions. 


You said: 


I desire first to address myself to the distiller. Law violations sometimes 
begin at the top rather than at the bottom in the whisky industry. Like the 
wars of nations in medieval times, price and rebate wars originate in castles 
rather than in cottages, and in the castles of the whisky and wine industry 


we have charge ot 


And then you referred to the sound of the trumpet being the alarm of 
war. Do you remember the quotation you used ¢ 

Mr. SHEARER. Yes, sir. 

Mr. Mircuetz. Will you tell the committee that, please 

Mr. Suearer. There had been for some period of mo} ths I would 
say a year or more—numerous rumors reaching the Alcoholic Beverag 
Control Board that there were violations of the fair trade law in the 
Commonwealth of Kentucky. The fair trade law in our State re 
quires a certain mark-up that stabilizes the market. We repeatedly 
tried to get information concerning these violations and had not been 
too successful in that attempt. I sought the information from whole- 
salers and from retailers and other members of the industry. Alw: ays 
it was more or less by innuendo that they felt they had to make a 
certain amount of sales to hold their lines. By “lines—” they are 
given certain wholesalers, and we have 39 in our State; what would be 
the equivalent to an agency in an automobile. They give them a line 
and they give them that brand, that particular wholesaler, to handle 
for them. 

Due to these numerous complaints, and not being in possession of 
anything concrete, I thought we could bring them in and talk to them 
about it, with the hope, of course, of obtaining concrete information ; 
and in the event that I had been misinformed, maybe these rumors 
would subside. As a result, I called this meeting and talked to the 
distiller and the wholesaler. I am also scheduling in future months the 
opportunity to talk to the retailer and the salesmen, who are also 
licensed in our State, about these rumors. That was when I gave 
the statement, which was more or less reduced to writing then. I do not 
know whether that is exactly accurate, but it was extemporaneous. 

Mr. Mitcueti. You said, “Thou hast heard me, oh wholesaler, anid 
thou must keep my products flowing.” Is that right ¢ 
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Mr. Suearer. That was the whole gist of it—that if they did not 
keep the sales up and keep the products moving, they might lose 
their line. 

Mr. Mircney. If the wholesaler did not do what the distiller 
wanted, he was going to take the line away from him? 

Mr. SHearer. If he did not get a certain percentage of it moving 
or did not handle it in the way he was told to handle it. That is the 
impression that I have gathered from talking to numerous whole- 
salers, some of which you will probably have before this committee. 
They were left under the impression that they had to do a certain 
volume of business if they intended to retain the line. 

Mr. Mircnens.. And the distiller, you said in your speech, if they 
did these wrong things—— 

Mr. Suearer. I could not get enough concrete evidence to subpena. 
Maybe I will get it out of this hearing. If we get it, I will promise 
you we will have some hearings of our own, 

Mr. Mircueti. The burden of your second point was that the dis- 
tillers and others working with the distillers doing these things were 
subject to indictment under Federal laws on two counts; one, violating 
the law involving price stabilization and regulation—is that right ? 

Mr. Suearer. Yes. 

Mr. Mircueti. And second, being guilty with others of banding to- 
gether and planning to violate the Federal laws. 

Mr. Suearer. That is right. 

Mr. Mrrcnetn. And that carries a felony sentence, as the speech 
says. 

Mr. Suearer. Both at the State and Federal levels. 

Mr. Mircnety. And in those Federal laws that you_were talking 
about, did you — lude the antitrust laws of the United States ? 

Mr. Suearer. I do not remember that I had that specifically in 
mind. What I did have in mind is that if a wholesaler or distiller 
rebated to a retailer as much as 15 cents on the case, and did not pass 
that 15 cents on to the consumer, they would be in violation of your 
Price Stabilization Act. I think possibly it could apply, though, also 
to your antitrust laws. 

Mr. Mircuett, That is in the second point here, where they are 
guilty of banding together and conspiring to violate the Federal laws. 

Mr. Suxarer. Yes, sir. 

Mr. Mrrcwet, That would include the antitrust laws of the United 
States. 

That is all, Mr. Chairman. 

Mr. Cuetr. I want to say this to you, Judge, that from my own 
personal observation you have done a mighty ‘fine job down there i in 
Kentucky. I think if we had more in the business that you are in 
with the capacity and the desire to do a job, we would have less 
trouble. I will say that to you. 

Are there any questions, Mr. Rodino? 

Mr. Roprno. I have no questions, Mr. Chairman. 

Mr. Cuetr. Mr. Keating. 

Mr. Keatina. You have an active job down there in Kentucky, be- 
cause apparently that is likewise an active industry in the State of 
Kentucky. 

Mr. Suecarer. Better than 50 percent of the total Nation’s output 
comes out of the State of Kentucky, sir. It may run as high as 52 to 











INVESTIGATION OF THE DEPARTMENT OF JUSTICE 443 


60 percent of your bourbons in the United States. It is quite an in- 
dustry. The cooperage industry and the allied industries are rather 
large as a result. 

Mr. Keatina. Do you do blending down there in Kentucky ? 

Mr. Suearer. Yes, sir; they do some blending in Kentucky. 

Mr. Keatrne. Does that come under your jurisdiction ? 

Mr. Suearer. The blending, rectifying, all the handling of alcoholic 
beverages comes under our jurisdiction. 

Mr. Keatine. All of the legitimate operations come under your 
jurisdiction ? 

Mr. Suearer. Yes, sir. I wish we had all the others completely 
under our jurisdiction, too, but Iam afraid we do not. We rank, sir, 
usually, I regret to say, among the top six in illegal production as 
well as legal production. 

Mr. Keatine. You do not know what your percentage of the total 
illegal production is; do you? 

Mr. SuHearER. Yes, sir; I think maybe I can give you a figure or 
two on some of it. 

Mr. Keattne. I would be interested in knowing the extent of this 
illegal production. I do not understand how that is allowed to con- 
tinue. 

Mr. Suearer. In the year of 1949 there were seized, I believe, in the 
United States, 19,000 illicit whisky stills. 

Mr. Keatinc. Where do those figures come from ? 

Mr. Suearer. These came from the Alcohol Tax Unit of the Treas 
ury Department. 

Mr. Krarinc. Do they turn those over to the Justice Department? 
Do they know there are 19,000 illicit operators in the United States? 

Mr. SHearer. These were the ones that were seized. I do not think 
anyone knows the exact number now in operation. I wish we did. 
They had a production capacity of 529,000 gallons of whisky per day. 
The capacity of production for that year amounted to almost 120,000 
gallons per day, more than was actually produced in 1949 by the legal 
taxpaying distilled spirits industry 

Mr. Keatinc. Do you mean to tell me the illegal production ex- 
ceeded the legal production ? 

Mr. Suearer. No, I say that that was the capacity of the stills seized 
that year. 

Mr. Keatrna. Oh, the capacity of the stills seized. 

Mr. SHearer. Had they been set up to run full capacity every day 
in that year, I think you would find that they would have produced 
about 120,000 gallons more per day than the legal producing industry, 

Mr. Keatinc. And I take it not all the illegal ones were seized ? 

Mr. Suearer. They certainly were not; of course. 

Mr. Cuetr. What luck, Judge, are you having with the prosecution 
of these violations down home? 

Mr. Suearer. In our State, sir, we are having very fine assistance 
from the Federal courts and they have indicated that they are being 
more stringent in recent months and previously we have had wonder- 
ful assistance from the Alcohol Tax Unit of the Treasury Depart- 
ment. I think we are very fortunate in having Mr. Farrell, one of 
the best supervisors in the entire country. 

Mr. Cue tr. I agree with you. 
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Mr. Suearer. We have had splendid assistance at the State level 
from those Federal agencies. 

Mr. Cuetr. There is a concerted drive now to dry up this illegal 
source of whisky? 

Mr. Suearer. We have had that concerted drive on for many 
months. 

Mr. Cuetr. Judge, isn’t it costing the counties and the State and 
Federal Treasury a tremendous amount of money in loss of revenues ? 

Mr. Suearer. Of course, it costs every time in the consumers’ 
market that a gallon of moonshine replaces a gallon of legal whisky. 

Mr. Cueir. There isa loss of $10.50 on every gallon? 

Mr. Suearer. The costs to your Federal Government, and to your 
State government runs at least another $1.26. About $11.76 for every 
g allon produced. So, if you knock out a still with 100- gallons-per- 
d: Ly capacity, assuming its production will be placed in the consumers’ 
market where it will replace legal whisky, you are really saving your 
State and Federal Governments approximately $1,176 per day. 

Mr. Kearinc. Who consumes this illegal whisky? Where does it go? 

Mr. Suearer. It goes into the different areas, the legally dry and 
some of the wet areas. It is imported and taken in sometimes to larger 
towns, where it is mixed with water and rubbing alcohol, or alcohol 
from the drug store with a high proof which will double the capacity 
of the moonshine gallon. You will have the aroma of moonshine and 
the high proof added to water which keeps up the proof, and that is 
put on the market. 

Mr. Cuetr. In some legitimate store ? 

Mr. Suearer. Not in a legitimate store. It is put on the market by 
the bootlegger. 

Mr. Curr. The street-corner bootlegger ? 

Mr. Srearer. That is right, the hip- pocket operators. You will 
find in 65 cities a boss who will receive this in large quantities and 
bottle it. Sometimes the manufacturer will bottle it and deliver it 
bottle é 

Mr. Kratine. You will find a what who will bottle it; “a boss”? 

Mr. Suearer. Yes. Maybe 50 gallons going into a city will go to 
one man. He will take it and usu: ally put it in used bottles that have 
been discarded and taken and washed and cleaned up. He will bottle 
it and let people who are going to sell it take it over from him. 

Mr. Coturer. Mr. Kaiser, please. 

Mr. Cueir. Mr. Kaiser, do you solemnly swear the statements you 
are about to make to this committee upon this occasion will be the 
truth, the whole truth and nothing but the truth, so help you God? 

Mr. Kaiser. I do. 


TESTIMONY OF ROBERT KAISER, BROWN & KAISER CO., 
LOUISVILLE, KY. 


Mr. Cotirer. Mr. Kaiser, will you state your full name, please. 

Mr. Kaiser. Robert Kaiser. 

Mr. Coturer. Where do you live, Mr. Kaiser ? 

Mr. Kaiser. Louisville, Ky. 

Mr. Cotiter. What is your occupation or business? 

Mr. Katser. I am a partner in Brown & Kaiser Co. We are whole- 
salers of wines and liquors in Louisville. 
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Mr. Cotter. You are a distributor, then ? 

Mr. Kaiser. That is right. 

Mr. Cottier. A wholesale distributor of wines and liquors? 

Mr. Katser. That is right. 

Mr. COLLIER. How long have you been in busing sf 

Mr. Kaiser. Since 1947. 

Mr. Cotxtier. How long have you been with them ? 

Mr. Kaiser. Since 19387. I organized it. I have been in the whisky 
business since 1926 

Mr. Cotiier. What other type of business have you been in? 

Mr. Katser. I was selling during prohibition—medicinal whisky. 

Mr. Cottier. You have certain lines which you carry. Could you 
give us an idea of the companies whose lines you carry 

Mr. Kaiser. Well, we did have certain lines. I ell say we are 
one of the few independents in the business. When we first started in 
business, we had Seagram’s line of merchandise and did a right good 
business on it, and at the time we went in business we started to buy 
bulk whisky along with it. I have always been of the opinion if you 
are going to be in the whisky business you have to look further than 
Saturday night, and when Monday morning comes I want to know I 
am still going to be in business, and it kind of proved out that w: ay. 
We built up quite ag inventory of bulk whisky and were carrying Sea- 
gram’s along with it, and we had our own brands which we con- 
trolled. 

Mr. Cottier. Now, just a minute. You started out with Seagram’s 
in 1935? 

Mr. Kartser. In 1937 

Mr. Cottier. In 1937 you took on the Seagram line? 

Mr. Kaiser. Yes. 

Mr. Cottier. Did you have a contract with them? 

Mr. Kaiser. No; we didn’t have a contract with them. 

Mr. Cctiier. You just handled:their products? 

Mr. Kaiser. Just handled their products; that is right. 

Mr. Cotuier. You say you bought bulk ? . 

Mr. Kaiser. Bx ught bi ilk whisky. 

Mr. Couuier. Whom did you buy that from 

Mr. Kaiser. Stitzel Weller. 

Mr. Cottier. You purchased that bulk and bottled it under your 
own label ? 

Mr. Kaiser. We used Mr. Van Winkle’s labels at that time. He con- 
trolled the label, and there wasn’t any competition on it in our par- 
ticular area because we owned the whisky. 

Mr. Cctirer. And you distributed that case goods through your 
distributor ¢ 

Mr. Kaiser. That is right. 

Mr. Coiuier. Go ahead, sir. 

Mr. Kaiser. When the war came on, we had accumulated probably 
seven or eight thousand barrels of whisky. Seagram’s started to put 
the pressure on us to sell this whisky to them. 

Mr. Cottier. What year was this? 

Mr. Kaiser. They started that in about 1942. 

Mr. Couturier. You were in a position then where you had bulk and 
they wanted it. 

Mr. Kaiser. That is right. 
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Mr. Cuetr. They not only wanted it, as I understand, Mr. Kaiser, 
but they needed it ¢ 

Mr. Karser. I don’t know what their need was for it, but I do know 
that they wanted it. 

Mr. Couturier. Go ahead. 

Mr. Karser. I told them at the time we couldn’t afford to let them 
have it because of the fact that we had too good a relationship with 
Stitzel-Weller Distillery and that we wouldn’t sell.the bulk out from 
under Stitzel-Weller, although it belonged to us and we could do 
with it what we wanted, and we would have to go along on the same 
basis we had. As the war went on and things got a little tougher 
and supplies got shorter, their demands became greater. 

Mr. Cuevr. In other words, the whisky then got to be actually 
premium and they really wanted it and ne eded it? 

Mr. Katser. That is right. 

Mr. Cottier. Who was making these demands? 

Mr. Kaiser. Victor Fischel. 

Mr. Couuier. What is his position with Seagram’s ? 

Mr. Katser. At that time it was national sales manager. Since then 
he has been made president of Seagram Distributing Co., I believe. 

Mr. Cotuier. He made the representation to buy your bulk, and he 
demanded that you sell it to him ¢ 

Mr. Kaiser. That is right. 

Mr. Couuier. Go ahead. 

Mr. Katser. We went along until the summer of 1944, and at that 
time the Government was going to let the distilleries run a month in 
August. Therefore, I went out to see Mr. Van Winkle and tried to 
get him to give us a proportionate share of what he was going to 
make in August, and it ended up that he was going to keep his whis ky 
and he wasn’t going to let it loose at that time. I told him that T 
had to have some sort of guaranty that when the w: - was over we 
were still going to be able to buy Stitzel Weller bulk, because I was 
— iid they were going in the « ‘ase-goods business, too, like the other 
big dis tilleries hs ad done, and leave us out on a limb any time they 
wanted to, whereas if we owned our own bulk whisky no one could 
leave us out on a limb. One thing led to another. I think I lost 
my temper, and Mr. Van Winkle had a right to lose his, I suspect. 
We ended up in a parting of the ways. That left me free to do with 
the bulk whisky I had what I wanted. I felt I could do anything 
l wanted with it. 

The next time I was in Chicago and saw Vic Fischel we brought 
up the question again, and I agreed to let him have 4,000 barrels of 
our bulk if he would give me a contract for 7 years on Seagram’s. 
I didn’t want to take his word for it that we were going to keep the 
line. I had seen too many things happen where they had brothers- 
in-law or somebody they wanted to put in the business and they just 
put the other fellow out and put the brother-in-law in, or whoever 
it was. 

Fischel said he would give us a contract for 7 years. I figured 
in 7 years I would be ready to quit anyway. 

I said, “Well, let’s make it up.” 

He said, “Well, I can’t give it to you right now. 

I said, “Well, I can’t give the w hisky to you ght now.’ 

There was a ceiling price of $1.40 to $1.50 at that time ‘ins OPA. 
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Mr. Fischel said, “Well, you let us have a couple hundred 
ped _ of itasa toke n sale and we will go along and give you 4,000 
cases of Seagram’s a month, and a little later on we will make you up 
a contract and we will make the whole deal.” 

I said “OQ. K.” 

Mr. Couuier. You were going to give him 200 barrels of bulk 
return for 4,000 cases of Seagram’s whisky ¢ 

Mr. Kaiser. That 200 barrels was just a token sale. Eventually, 
when he gave me a contract, I was to get the full 4,000. It went along 
for about a year and nothing happened. I didn’t get a contract, and 
about a year and 3 or 4 months later I was in Chicago and saw Mr. 
William Teece, the central division manager. I think he is one of the 
central division managers, now. He had our State of Kentucky. 

We got to talking that day, and Bill Teece said—something came 
up about a contract and he said, “Haven’t you got a contract ¢” 

I said “No.” 

He said, “We've got your whisky ; haven’t we?” 

I said, “No, Bill; you know better than that. I might come from 
Kentucky, where we don’t wear shoes until we are 21 years old, but 
we have a little more sense than that.” 

He Says, “We better do somet hing about it.” 

I said, “Well, 1 want to, because I don’t want to just make deals 
there and then have the thing drag along.” 

He gets on the phone and calls New York and gets ahold of Mr. 
Fischel. Mr. Teece gets ahold of Mr. Fischel, and Mr. Fischel says, 
“Well, I'll be in Chicago next week. Can he be up there then ?” 

I says, “Yes; I will be up.” 

I made a trip back up there, and he started talking, and the sum 
and substance was that he said he couldn’t give us a contract. They 
just weren't able to give one. 

He says, oo you know my word’s good.’ 

J said, “Your word might be all right, Bill; but you do a lot of 
traveling, and you might end up here in a plane wreck or something 
some time, or if Johnnie Jones comes in and takes your job and he has 
a brother-in-law he wants to put in business he will look down there 
in the State of Kentuc ‘ky “a see where Brown & Kaiser is getting 
4,000 cases of Seagram’s a month and that is a good place to put his 
brother-in- law, and I get a letter and we are out of business.” 

So I says, “No; I won’t go that way. 

He says, “Well, you have to give us the whisky or you are going to 
lose the line.” 

I says, “Now you are talking straight. I can understand talk like 
that. We will lose the line because we are not going to give you the 
whisky without a contract.” 

The result was that they took the line away from us. 

Mr. Cotuier. Was that done immediately ? 

Mr. Kaiser. We got no more shipments after that. 

Mr. Keating. This was the man who was then general sales manager 
of Seagram’s and is now president ? 

Mr. Katser. He is president. 

Mr. Cottier. You had sold their product since 1937? 

Mr. Kaiser. We had it for 8 years. 

Mr. Coturer. You had no contract with them? 

Mr. Kaiser. That is right. 
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Mr. Coriter. And, unless you sold them the bulk, they would take 
it away from you, or they threatened to do that? 

Mr. Kaiser. That is right. 

Mr. Corrirr. And they did take it away from you? 

Mr. Kaiser. Yes. Since then we have been getting along by our- 
selves. 

Mr. Corirer. You depend on the independents for your whisky, 
now ? 

Mr. Katser. We buy whisky under contract. We own between 15 
and 20 thousand barrels of whisky; so I guess we have done alt right. 
We buy it from Medley Distilling Co. 

Mr. Cortrer. He is independent? 

Mr. Kaiser. Yes. And we buy it from James V. Beam. 

Mr. Van Winkle and I fight all the time. He has the fastest-selling 
bond in the State, and we claim we have the fastest selling one in 
Jefferson County. 

Mr. Cotuier. Do you know of any other distributors, since you are 
in that business, who have had similar experiences ? 

Mr. Katser. Oh, sure. That is a part of the industry. That is no 
secret. 

Mr. Cottier. It is no secret? 

Mr. Kaisrr. No. ‘There are plenty of them. 

Mr. Cotter. And friends of yours who have been in the business 
have been put out of business under certain circumstances? 

Mr. Kaiser. I wouldn't say they are friends. I know them. 

Mr. Cot.ter. People you know who distribute ? 

Mr. Kaiser. Yes. 

Mr. Cotvier. Has that been true not only of Seagram’s, but the 
other companies ? 

Mr. Katsrr. I imagine several of the other ones have done the same 
thing. ‘That is the reason I think a man is better off to deal with 
independents today. 

Mr. Cotiier. You are dealing with independents? 

Mr. Kaiser. Definitely. I know where I am going to be next week. 

Mr. Corer. That is all. 

Mr. Roprno. In other words, you feel you are better off now, 
actually ? 

Mr. Kaiser. Definitely I am better off. Of course, it costs us a lot 
of money. If we had Seagram’s from 1945 up to this time, I expect 
we could have made may bea couple million dollars more than we did. 

Mr. Roprno. And, when you referred to “the pressure” that was 
being exerted on you, would you describe that in more detail, or is 
it the entire story that you have told us, now? 

Mr. Katser. The pressure was that every time I turned around 
they kept saying that we had to sell them the bulk whisky. We just 
had to give it to them if we wanted to keep the line. So, finally, I 
just got tired of hearing it. 

Mr. Curzr. I understand you have acquired a considerable amount 
of bulk whisky so you can bottle your own goods and operate your 
own business. 

Mr. Katser. Yes. 

Mr. Cuetr. And if you deal with independents you are getting along 
all right? 
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Mr. Kaiser. We are doing all right. Of course, it takes a lot of 
money to do it, and we have been pretty fortunate, but we are kind 
of keeping the wolf from the door, I might add. 

Mr. Cuetr. If you can’t keep him from the door, you can pull his 
teeth so he will have to gum you instead of bite you? 

Mr. Kaiser. I have nobody telling me I have to take a carload this 
week and a carload next week and a carload the week after. I have 
crawled long enough. I am walking, now. 

Mr. Keatine. If you had been questioned regarding this matter in 
any way by representatives of the Department of Justice, would you 
have told them the story exactly as you have told us the story ? 

Mr. Karser. I have told dozens of people the story just as I have 
told it to you and would have told it the week after it happened the 
same Way. 

Mr. Keatine. Would you go so far as to say that it is common 
knowledge, at least in the industry, that they did operate that way? 

Mr. Katser. Oh, sure. 

Mr. CHELF. No secret 2 

Mr. Kaiser. It isnosecret at all. 

Mr. Cuetr. Thank you very much, Mr. Kaiser. 

Who is the next witness ? 

Mr. Mircneny. Mr. Julian Van Winkle. 

Mr. Cuetr. Mr. Van Winkle, do you solemnly swear the statements 
you are about to make on this occasion will be the truth, the whole 
truth, and nothing but the truth so help you God? 

Mr. Van Wink ~eE. I do. 


TESTIMONY OF JULIAN P. VAN WINKLE, PRESIDENT, STITZEL- 
WELLER DISTILLERY CO., SHIVELY, KY. 


Mr. MircHe.u. Will you state your name, please, sir? 

Mr. Van WinkKxe. Julian P. Van Winkle. 

Mr. MitcHe.u. Your address, sir. 

Mr. Van Winkie. Louisvile, Ky. Iam the president of the Stitzel- 
Weller Distillery. 

Mr. MitcHety. Where is that located ? 

Mr. Van Winkie. The city of Shively, which is located right close 
to Louisville. 

Mr. Mircuexu. You have been in the business a good while, Colonel 
Van Winkle? 

Mr. Van WINKLE. I ain’t no colonel. I have been in it about 58 
years. 

Mr. MitcHeE.L. Since that time, you have been at the same place? 

Mr. Van WinkLE. In Louisville, first, with the old firm of W. L. 
Weller & Sons, and then part owner of the Stitzel Distillery and later 
those two names were combined and one distillery sold and another 
one built. 

Mr. Mircuety. Did you have any problem of getting cooperage dur- 
ing the shortage, during the war? 

Mr. Van WINKLE. Yes, sir. 

Mr. Mircue.y. Will you please tell the committee what happened, 
please ? 

Mr. Van Wink te. It was the same with many others. However, 
we started in 1942 to begin to look around to see where we would be 








450 INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


able to get supplies of cooperage if and when we were permitted to 
start distilleries again. You see, the distilleries were closed and put 
on alcohol production for the war effort in September 1942. Then 
we had to produce alcohol constantly until the month of August 1944. 
Back early in 1942 my son-in-law and myself went down to see Motor 
Wheel to see just what they could promise us and what we might do 
toward making an agreement. 

At that time, we bought quite a lot of cooperage, I think probably 
40,000 barrels. 

Mr. Mircnetn. That was 1942? 

Mr. Van Wrnke. Yes. We emptied some warehouses and stored 
barrels in them. So when the time came we did have some barrels. 
But that is all we could take care of and all we bought. But the first 
period we were allowed to make whisky was in August 1944, but we 
were not allowed to make bourbon whisky. . We were not permitted 
to use any corn. We did make that whisky, and, contrary to what 
the gentleman intimated a while ago, we didn’t sell it because it 
wasn’t bourbon whisky. We held that whisky and disposed of it for 
just what it was to one of the big companies, and therefore he didn’t 
get any. That is what he is complaining about. 

Mr. Mrrcuen.. It wasn’t up to the standards, I gather, that you 
wished to maintain ? 

Mr. Van Wink.e. Well, we make bourbon whisky and advertise 
bourbon whisky and it couldn’t be sold as bourbon whisky. 

Mr. Mrrcnece. You had been dealing with Motor Wheel for a good 
while, had you? 

Mr. Van Winkte. Yes, sir. I think we started with Motor Wheel. 
I intended to get that record, but I think it must have been about 
1930. Prior to that we bought barrels from Louisville Cooperage for 
probably 40 years. 

Mr. Mircnetyi. And both of those companies were purchased, were 
they, by the Big Four distillers, or members of their subsidiaries ? 

Mr. Van Winkie. Later on, yes. 

Mr. Mircuei.. Did there come a time when you requested your al- 
location of new barrels from one of these sources and were refused ? 

Mr. Van Winkte. After late 1945, I think it was, we still had 
enough barrels. We were only allowed to run August 1944; Janu- 
ary 1945; July 1945; and then no more bourbon until December 1945. 
As I recall, we nearly had enough barrels to take care of that situa- 
tion. 

Mr. Mitcnetyi. You were good enough to reply to a questionnaire 
that the committee sent to you. One of the questions was, “If an 
allocation of barrels was requested by you, was the same thereafter 
withdrawn or curtailed ?” 

Your answer was. “A fair allocation was promised, but never de- 
livered.” 

Will you explain that, please, to the committee ? 

Mr. Van Wrvxte. We went back to Motor Wheel when we were 
beginning to need more barrels and wanted to know what we could 
depend on; they were then negotiating a deal with National for 
their cooperage plant and they ‘told us very frankly that they were 
not in a position to make any contracts because they were in the process 
of making the sale. 
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Mr. Mitcuetz. National was going to buy the Motor Wheel plant 
in Memphis? 

Mr. Van Winkie. That is right. We contacted Mr. McNamara 
of National and he told us that he expected to take care of us and 
three or four other old-time customers and some of the people they 
had sold to. However, with other customers they would not foliow 
up because they were just in-and-out people who didn’t buy regularly. 

Mr. Mrrcnetyt. You were an old-time customer 

Mr. Van Winkie. We had been there for years and didn’t buy 
from anybody else and he felt we should have priority and prom- 
ised it. 

Mr. Mircnetn. Now, Mr. McNamara is working for National 
Distillers ? , 

Mr. Van Winxte. When they closed the deal, Mr. McNamara was 
to come to see us, but he wired that he was going on to New York 
but we need not be uneasy about the deal. 

Mr. Mrrcnenx. That he was uneasy ? 

Mr. Van Wink te. That we should not be. 

Mr. Mitrcneti. That you should not be uneasy about it ? 

Mr. VAN WINKLE. Well, when the time came that we wanted barrels, 
we weren’t getting them. I then took an occasion to go up to New 
York to see Mr. Porter. 

Mr. Mrrcnetn. You did? 

Mr. Van Winkie. Yes, sir. 

Mr. Mitrcnuetyt. That is Mr. Seton Porter, who is the chairman of 
the board of National Distillers ? 

Mr. Van WINKLE. Yes, sir. 

In the meantime, Mr. McNamara died and I told Mr. Porter of the 
agreement that we had or I thought we had and he said he knew about 
it and that we would get barrels at a very reasonable price as soon 
as they got a little bit ahead. We waited and waited and didn’t get 
any barrels. Then one day Mr. Stanton came in to see me and said 
they were now ready to sell us the barrels. 

Mr. Mircnety. Is hea National man ? 

Mr. Van Wink LE. The vice president, I think. 

Mr. Mrrcnery. Of National? 

Mr. Van Wink te. I don’t know. He had that title at that time. 
But if he gave us the barrels, he would have to have half of our grain 
allotment. 

Mr. Mircneitt. Would you explain that to the committee? Mr. 
Keating has been learning about this distillery business. 

Mr. Van Wink te. The grain allowance was very scarce. We were 
getting a handful at a time. I told Mr. Stanton if he was going to 
take the grain we wouldn’t have any use whatsoever for the barrels. 

Mr. Mircueui. That is, you couldn’t make anything to put in the 
barrels without the grain, could you? 

Mr. Van Winkie. That is it. 

Mr. Mircue.u. But that was his deal, that you would give half your 
grain allocation and then he would give you the barrels that Mc- 
Namara had promised you, that you were ready to pay for? 

Mr. Van WinEtE. At $28 per barrel. 

Mr. Mircueit. How was th at price? 

Mr. Van Winx. That was about right. 
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Mr. Mircue.y. Tell the committee what you said to that. 

Mr. Van Winkte. There wasn’t anything to say. I just said he 
wasn’t going to get any grain from us. 

Mr. Kearine. It sounds like these liquor fellows were drunk with 
power. 

Mr. Van Wrinute. How’s that? 

Mr. Keartine. It sounds to me like these big liquor manufacturers 
were drunk with power when they were going y around the country. 

Mr. Van Wink eE. I guess so. 

Mr. Mircue.i. Then you just went away and that was the end 
of that? 

Mr. Van Wink te. Yes, we began to look for barrels ourselves 
and we found them. We had to go into buying staves and headings 
and the big companies would put them together for us. 

Mr. Mircueti. Wasn’t that an alternative that a distillery had, 
Mr. Van Winkle, when barrels were short? They could go and buy 
the staves and the heads and take them to the companies that always 
made barrels and get them made regardless of OPA? 

Mr. Van Wink te. They could do that, yes, sir. 

Mr. Mircuety. And you did it? 

Mr. Van WINELE. Yes, sir. 

Mr. Mrrcneitit. And you know others who did it? 

Mr. Van Wink te. Yes, I know others who did it. Staves and 
headings were available if you had enough energy to go after them. 

Mr. Mircrent. And Mr. Tyler testified here ‘today ‘that some of 
his customers did that and brought the parts there and processed 
them and that way they could comply with the law and still give 
you barrels. 

Mr. Van Winxte. That is true. 

Mr. Cuetr. But that was a terrific drain on your finances wasn’t 
it, to have to go to that extent ? 

Mr. Van Wink te. No, Mr. Chelf, no more than you would have 
been financially obligated with otherwise, because you had to, buy 
the staves and headings and as you bought it it was shipped into 
the cooper shop and immedi ately put in barrels. 

Mr. Cuetr. As I understand it you did not have to acquire tracts 
of land or timber. 

Mr. Van Winxzte. No, sir. 

Mr. Mircuety. And he did not have to buy a cooperage plant. 

Mr. Cuexr. I just misunderstood. Thank you. 

Mr. Mircueti. And there is one other question, please, concerning 
an incident relating to insurance. Will you tell the committee what 
happened when you went to insure one of your warehouses? 

Mr. Van Winue. Yes; we had quite a little trouble over that. I 
do not remember the period—it was right after OPA went off when 
the price went up. The minute OPA went off, the price of whisky 
just went up sky high. I remember some of the older whisky sold 
as high as $11 or $12 a gallon in bond, in bulk. Every distiller was 
trying to cover his warehouses and there was not enough insurance 
available. It just could not be had. 

We were very short on insurance ourselves, and our customers— 
we sell bulk whisky in bond almost entirely—and our customers were 
short. We finally employed an insurance broker in New York who 
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had quite a large brokerage business—he did not write insurance 
but he brokered insurance—and we got a hold of him and he began to 
figure around and get us some insurance from some of his clients 
that he had given a lot of insurance to, and we ran into the fact that 
Schenley had our houses blanketed for just a half million dollars. 

Mr. Cuetr. Do you mean Schenley had your own warehouses blan- 
keted for half a million dollars worth of fire insurance on your own 
stuff ? 

Mr. Van Winkie. And they never had a barrel in there. 

Mr. Keratine. I do not understand that. I do not understand why 
they would insure your warehouses. 

Mr. Van Wink iE. We do not either. 

Mr. Cuetr. But what they were doing was preventing you from 
getting legitimate fire insurance on your own warehouses in which you 
had your own stocks of goods—bulk whisky. 

Mr. Keatinc. Do you mean to say they went out and took insurance 
on your buildings so you could not get insurance on those / 

Mr. Van WiInkK~E. I guess so; because I could not get it. I do not 
know what the purpose was. 

Mr. Mircneu,. Will this help a little bit: Is there not a tendency 
of insurance companies to limit the amount of total dollars that they 
will carry on a particular warehouse ? 

Mr. Van WIinkte. Sure. They have a limit. Every insurance 
company has a limit. 

Mr. Keatinc. Do you mean Schenley had their own whisky in there 
too? 

Mr. Van Wink&~eE. Schenley did not have a barrel in there. 

Mr. Keatinc. Schenley did not have anything in the warehouse at 
all but they took insurance on the warehouse / 

Mr. Ropino. Whose warehouse was this? 

Mr. Van WINKLE. That was ours. 

Do you understand what a reporting form is? It is not specific. 
It is a reporting form. But they blanket it for $500,000. Well, 
every month they would just report they did not have any whisky 
there, so it was not costing a damned cent. 

Mr. Keating. But you could not get the whisky insured as long as 
they had that blanket on there? 

Mr. Van Winxte. We had considerable trouble in getting it off. I 
finally said if they did not take it off I might walk down to Wash- 
ington and start a little trouble for them. 

Mr. Mircnett. What did they say to that? 

Mr. Van Winter. They took off $300,000 but I do not know whether 
they ever took off the other $200,000 or not. 

Mr. Mrrcuett. Would difficulties like that drive a weaker man out 
of the independent whisky business ? 

Mr. Van Wink e. If you would carry it to the last degree you would 
drive them all out. 

Mr. Keatine. You could drive a man crazy with that kind of 
business. 

Mr. Mircueti. If an accredited representative of the Department of 
Justice came to you in 1949 and asked you these questions, would your 
answers have been the same as you gave this committee, as you have 
given them today? 

Mr. Van Wink&LE. If I told the truth, they would. 
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Mr. Mircuetyt. And you would tell the truth. 

Mr. Van WINE LE. Yes. 

Mr. Cuetr. Mr. Rodino. 

Mr. Roprno. In what year was this insurance deal ? 

Mr. Van Winkie. When OPA went off. When was that? I think 
it was 1945, 

Mr. Roptno. Were you having trouble getting cooperage from any 
of those Big Four then, Mr. Van Winkle? 

Mr. Van Winkie. We could not get any. 

Mr. Roprno. You could not get any from them. 

Mr. Van WinK-LE. We got the staves and headings and had the big 
cooperage shops put the barrels together for us. They did that. 

Mr. Roprno. You got none of the cooperage at all from any of the 
so-called Big Four duri ing any of those yes ars? 

Mr. Van Winxtr. Not during that shortage? 

Mr. Cuetr. Mr. Keating. 

Mr. Keattna. Do you know whether Schenley had ever had whisky 
in this warehouse which they had blanketed under their policies, 
thereby preventing you from getting insurance there? 

Mr. Van Winkte. They might have had whisky in our warehouse 
at some period but I do not remember it if they did. 

Mr. Keatine. Was the title to this warehouse in your name? 

Mr. Van Winxtr. Well, it was sort of in the Government’s name. 

Mr. Keating. What did you have, a big Government loan or some- 
thing? 

Mr. Van Winkie. The Government owns a blanket on everybody’s 
warehouse and all the property. 

Mr. Kratina. The fee title to the property stands in your name? 

Mr. Van Winkie. That is right. 

Mr. Keatina. It is called a bonded warehouse. 

Mr. Van Winkie. That is right. 

Mr. Keratina. In other words, the Government has a sort of control 
over it. 

Mr. Cuetr. Mr. Keating, you are learning fast. You are coming 
along. 

Mr. Kratina. I am glad to be informed, but we do not have any 
of these things relating to Orange Crush, or the drinks that I indulge 
in. It seems like such an astounding proposition and I think that 
this is some of the most significant testimony that we have had, Mr. 
Van Winkle. I want to make sure I have it straight. 

When you sought to get insurance increased on the whisky which 
was in that bonded warehouse which stood in your name, you found 
you were not able to do so because there was already so muc +h insurance 
on there, a part of it taken out by a concern that had not a drop of 
whisky in there; namely Schenley’s; and you were unable to get 
additional insurance ? 

Mr. Van Wink te. That is correct. 

Mr. Keattne. Why did they do that, in your judgment? 

Mr. Van Wine. Well, I do not know. 

Mr. Keattna. Well, you must have some idea. 

Mr. Van Wrnute. A little skulduggery somewhere, but I do not 
know just exactly. That was in 1947. It was 1947 when we finally 
got some of it off. 
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Mr. Keattne. In 1947 you finally got some of it off. 

Mr. Van WINELE. Yes. 

Mr. Krattne. When you told them you were coming down to Wash- 
ington—I do not know exactly your language, but let us say “to 
object” to it. 

Mr. Van WINKLE. Yes. 

Mr. Keatine. You at least put it that strongly. When you said 
rou were going to do that, you finally got some off ¢ 

Mr. Van WinNkELE. I did. That is right. 

Mr. Keatinc. Was there more than one of these warehouses in- 
volved ¢ 

Mr. Van Wink ie. I do not recall just how they had it. In fact we 
could not get much information on it. We just happened to stumble 
on it through our broker in New York. 

Mr. Mircue i. It was one warehouse of yours or more than one? 

Mr. Van WINKLE. It might have been all of them. 

Mr. Mircuett. How many did you have at that time? 

Mr. Van Winkie. At that time I guess we had about 12. 

Now if they blanketed them, that meant $500,000 on 12 warehouses, 
Do you know what I mean by “specific” and “blanket”? If you put 
a blanket on our distillery warehouses for say, $1 million on each 
warehouse, unless warehouse A is specified, it will blanket all of them. 
So you will have $1 million on each of them which multiplies it 12 
times. 

Mr. Keating. What happens in case of loss in that event? Sup- 
ose the whole thing burns down? 

Mr. Van Wink ez. They could not get anything because they did 
not have any loss. 

Mr. Kerattne. And you would only get part of your loss because you 
could not get enough insurance to cover you fully. 

Mr. Van WINKLE. Exactly. 

Insurance policies are usually written with a 90-percent coinsurance 
clause, and we could not even collect what we had. We became a co- 
insurer. I imagine though that the insurance companies would not 
have pulled that because they could not furnish the insurance. 

Mr. Keatrne. Had you ever had any trouble with Schenley that 
would cause them to do this to you? 

Mr. Van Wink tE. No; we were very friendly. 

Mr. Keatina. It would appear that friendship is all on one side. 

Mr. Van Winkie. We had a little trouble down here in Wash- 
ington. But that was a bottle business. Schenley wanted to use 
a 14-ounce bottle instead of a 16 and I broke that up for them. 

Mr. Krattne. They wanted to cut down on the size of the bottle? 

Mr. Van Winkie. Yes. Sell a 14-ounce bottle instead of a 16- 
ounce. 

Mr. Keattne. And charge for a 16? 

Mr. Van Winkte. Well, the public would not know it. 

Mr. Cuetr. You objected to that? 

Mr. Van WINKLE. Seriously, because they had all the 14-ounce 
bottles and nobody else could get any for a long time. 

Mr. Cuetr. Not only the barrels but they had all the bottles too. 

Mr. Mircuett. I did not hear the last answer. 
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Mr. Cue.r. He said they wanted him to put his whisky out in 14- 
ounce bottles instead of 16-ounce bottles. I asked him the reason why 
and he said the public would not know the difference. He said he 
objected to it seriously and found himself in the position that he 
could not get bottles, as well as barrels in this other instance. 

Mr. Mircueitt. Who said that the public would not know the dif- 
ference? 

Mr. Van Wink te. Well, they were the ones who wanted to use 
them. We did not. 

Mr. Mircuett. Who were “they”? 

Mr. Van Winkie. Schenley. 

Mr. Keating. They had a corner on the 14-ounce bottle, too. He 
would have been in another “bottle” if he agreed to that deal. 

Mr. Van Winkie. We do not hold a grudge against these big fel- 
lows; we just go to peddling our own papers. 

Mr. Ropino, Did you protest to the insurance company or bring 
it to their attention that they had no contents in this warehouse? 

Mr. Van WinKLE. Yes. 

Mr. Roptno. What was their attitude? 

Mr. Van Wrykte. Well, they had the policy and it was none of 
their business. 

Mr. Ropino. I do not see how they can do that. 

Mr. Van Wrykte. You can go over here and get a policy. 

Mr. Roprno, What were they insuring? 

Mr. Van Winxte. Well, they were not paying anything for it be- 
cause they had a reporting policy. They reported at the end of each 
month what was in there. 

Mr. Roptno, I know, but they had nothing, as you state, in there. 
What were they reporting? 

Mr. Van Winkie. I do not know. 

Mr. Kearine. The only effect of it was that it barred you from 
getting insurance to properly protect yourself. 

Mr. Van Winkte. That is correct. 

Mr. Kearine. And if you had a fire you might have been wiped out 
completely. That is, you would have taken such a loss that you could 
not recover. 

Mr. Van Wink er. It would have been terrific. It would have been 
terrible. 

Mr. Kearinc. Where was this warehouse located ? 

Mr. Van Winkie. Shively. 

Mr. Cnetr. Near Louisville. 

Mr. Van Wink LE. Yes. 

Mr. Krarrve. Were all these 12 warehouses in the same location? 

Mr. Van Winkie. Yes; they were all grouped there. 

Mr. Cuetr. I might say for Mr. Van Winkle, he has one of the 
finest bourbons in the business. That can go on the record, too. 

Mr. Keatine. Does that have a blend in it? 

Mr. Van Winxte. We do not indulge in that, Mr. Keating. 

Mr. Roptno. How about the Louisville Cooperage Co. and Chess & 
Wymond. Were you ever able to get any cooperage from them during 
that period ? 

Mr. Van Winkie. No; not during that period. 

Mr. Roprno. They were subsidiaries of Schenley ? 
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Mr. Van WinkEtE. Yes; Schenley owns them. 

Mr. Ropino. Yet you say you are on friendly terms with them? 

Mr. Van Winkie. Oh, yes. 

I want to put you straight on that blend and straight business. 
I don’t think you understand it. 

Mr. Keatine. I do not fully; no. 

Mr. Van Winkie. When you mix whiskies together, similar whis- 
kies—say one barrel might be made at one distillery and another bar- 
rel at another and another at another and so on, but it is all whisky. 
You put those together and that makes a blend of whiskies. They are 
similar substances. You do not even have to pay the rec tifying tax. 
But if you mix whisky and so-called neutral spirits, which is nothing 
more or less than alcohol, then you create a “compound.” The name 
should be “a compound” and not “a blend.” 

Mr. Keatina. A true blend is putting two or more whiskies together ? 

Mr. Van Winkie. That is right. 

Mr. Keating. But when they use the words “blended whisky” on a 
bottle, that may mean and usually does mean a whisky blended with 
these neutral spirits? 

Mr. Van Winkte. Well, that is a pretty name for it, but the proper 
name is a compound, in my opinion. 

Mr. Cuetr. Down home they call that whisky “block and tackle.” 
You take one drink and walk a block and you will tackle anybody. Is 
that right Mr. Van Winkle? 

Mr. Van WrnkELE. I do not know. I cannot say much about that, 
because I was engaged in that nefarious business myself for a long 
time. 

I want to correct one thing that Mr. Kaiser said, that we refused 
to sell him whisky and, therefore, he parted company with us. We 
did refuse to sell him some of that August whisky and we refused to 
sell ittoanybody. But he did not tell you that he started in the whisky 
business on my advice. He wanted to work for us as a salesman, he 
and his partner. We told him we did not need any salesmen. I told 
him that they might go in the wholesale business. The license did 
not cost much and he might as well be working for himself. He said 
they had no money. I said “Well, how much could you raise?’ 

He finally said he thought they could raise $6,000. I said “I will 
give youa little credit and you can go in the whisky business.” 

Mr. Mrrcuett. I cannot hear you,sir. You said what? 

Mr. Van WINKLE. We said we would give him a little credit, and 
they started in business and they made a fortune. 

Mr. MircHeti. Thank you, very much. 

Mr. Cuerr. That was one Kentuckian helping another, was it not ? 

Mr. Van WINELE. Yes. 

Can I go home, Mr. Chelf? 

Mr. Cuter. Yes, sir. Thank you very much, Mr. Van Winkle. 

Mr. Mitcuett. Mr. Sam Manly, please. 

Mr. Cuetr. Mr. Manly, do you solemnly swear that the statements 
you are about to make on this occasion will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 


Mr. Manty. I do. 
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TESTIMONY OF SAM MANLY, GENERAL COUNSEL, WHISKY 
BROKERS OF AMERICA 


Mr. Mircnetyt. Will you please give your name for the record ¢ 

Mr. Manty. Sam Manly. 

Mr. Mircuett. Where do you live? 

Mr. Man y. Louisville, Ky. 

Mr. Mrrcne ti. What is your business or occupation? 

Mr. Man ey. I practice law. 

Mr. Mircuetzt. What do you have to do with the whisky business? 

Mr. Manty. Not too much. I am the general counsel for the 
Whisky Brokers of America and also secretary of the association. 

Mr. Mircnett. Were you present as secretary at an annual meet- 
ing of the Whisky Brokers of America at Los Angeles, Calif., May 17, 
1952? 

Mr. Man ty. I was present and elected secretary on that occasion. 

Mr. Mircuetyt. Will you look at the paper I show you and see 
whether that appears to be a copy of a resolution adopted at that 
meeting ¢ 

Mr. Mantey. Yes; I think that is correct. 

Mr. Mircuey, I will read the resolution: 

Whereas it has been brought to the attention of the Whisky Brokers of America 
by some wholesalers and distillers that there is an increasing tendency toward 
certain monopolistic and unfair trade practices in the sale and distribution of 
whisky that are preventing many wholesalers from receiving the benefits of 
merchandising their own private labels and the brands of small independent 
distillers: Be it 

Resolved, That the association opposes these monopolistic and unfair trade 
practices that are developing in the industry that prevent the wholesaler and 
small independent distiller from securing their fair share of the market and 
the sale of their products in many areas, 


Mr. Manty. That is correct. 

Mr. Mircueny.. That is all, Mr. Chairman. 

Mr. Cue.r. The committee will recess at this time to reconvene at 
9:30 a.m., Thursday, June 26, 1952, room 346, House Office Building. 

(Whereupon, at 4: 50 p. m., the subcommittee recessed to reconvene 
at 9:30 a. m., Thursday, June 26, 1952.) 
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THURSDAY, JUNE 26, 1952 


House or RepresENTATIVES, 
SreciaL Commitree To INvEsTIGATE 
THE DEPARTMENT OF JUSTICE OF THE 
CoMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 9:40 a. m., room 346, 
House Office Building, Hon. Frank L. Chelf (chairman of the sub- 
committee) presiding. 

Present: Messrs. Chelf (chairman of the subcommittee), Rogers, 
Rodino, Keating, and Hillings. 

Also present: Stephen A. Mitchell, chief counsel; Daniel G. Ken- 
nedy, associate counsel; and Robert A. Collier, assistant counsel and 
chief investigator. 

Mr. Cuetr. The hearing will be in order. 

We will be laboring under a decided handicap this morning in that 
the committee is trying to work from 9:30 to 1:30, at which time the 
full committee will have to meet on the veto message of the President, 
and the House meets at 11 o’clock. 

The committee is going to be under terrific strain and pressure today 
in trying to accommodate all the witnesses who have been summoned. 
We may find it necessary, gentlemen, to recess briefly between one 
witness and another to go over and answer roll calls and come back, 
but we will do it as best we can and we will do everything within our 
power to cooperate with you and get through with the testimony today, 
but I hope you folks will bear with us and try to understand our prob- 
lem because it is just about the roughest day I have seen on Capitol Hill 
for some time. 

Will you proceed, Mr. Mitchell ? 

Mr. Mrrcnetzt. Mr. Thomas J. Downs. 

Mr. Cuetr. Mr. Downs, will you stand and be sworn, please ? 

Do you solemnly swear that the statements that you are about to 
make on this occasion will be the truth, the whele truth, and nothing 
but the truth, so help you God? 

Mr. Downs. I do. 


TESTIMONY OF THOMAS J. DOWNS, ATTORNEY, CHICAGO, ILL. 


Mr. Mircuery. Will you state your name, please? 
Mr. Downs. Thomas J. Downs. 

Mr. Mircuetx. Your address? 

Mr. Downs. 135 South La Salle Street, Chicago, I]. 
Mr. Mircne.y. Your business or occupation ? 
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Mr. Downs. Lawyer. 
Mr. Mrrcuety. In the course of your practice, have you had occa 
sion to represent a firm known as the T. Johnson Co. ? 


Mr. Downs. Yes. 

Mr. Mircuety. T. Johnson Co., Inc. Is that located at 1046 West 
Thirty-eighth Street, Chicago, Ill.? 

Mr. Downs. Yes, it is. 

Mr. Mitcue... In the course of that representation, have you had 
some correspondence with that plant and with the De partment of 
Justice, and with the Federal Trade Commission, copies of which I 
have handed to you? 

Mr. Downs. Yes. 

Mr. Mircnety. The papers will be marked “Exhibits 16, 17, 18, and 
19.” 

(Papers referred to were marked “Exhibits 16, 17, 18, and 19” and 
received in evidence are on the following pages.) 

Mr. Mircnett. What are those exhibits? 

Mr. Downs. Exhibit No. 16 is a copy of a complaint filed by W. O. 
Johnson, president of the T. Johnson Co. 

Mr. Mircueti. What is the date of exhibit 16? 

Mr. Downs. It is dated October 29, 1948. 

Mr. Mitcue.n. To whom is it addressed ? 

Mr. Downs. Department of Justice, Washington, D. C. 

Mr. Mrrcneti. Will you read it? 

Mr. Downs (reading) : 


(JENTLEMEN: Pursuant to your request, I submit the following in the matter 
of the Independent Coopers versus the whisky distilling interests. 

Shortly after the repeal of prohibition, the National Distillers bought the 
Chickasaw Cooperage Co., of Memphis, Tenn. Following that purchase, the 
other large distillers started buying up cooperage plants, also the stave and 
heading mills throughout the South, to the extent that they now own or control 
the majority of all the industry. 

The remaining independents are unable to meet the competition of the dis- 
tilling interests in the production of the common grade of barrel, such as used 
in the food and chemical industries. 

The distillers, in producing the whisky grade of staves and heading, neces- 
sarily produce about 50 percent of the common grade material; the reason for 
this being that the material for the whisky barrel must be of the very top grade, 
higher than the top grade of lumber. 

It is common knowledge in the trade that the distillers charge all the costs 
of producing whisky grade of staves and heading to those items alone, carrying 
the common stock or oil grade, as it is called in the trade, on a no-cost basis; 
Mr. Tom Vinson of the Louisville Cooperage Co., Louisville, Ky., (Schenley Dis- 
tillers) has so stated to me. 

Whisky, as a rule, is not made the year around, leaving the distillery owned 
cooper shops with little business of their own at times and, at such times, they 
produce the common grade of barrels from material that they carry on a no-cost 
basis, in competition with the independent coopers who buy their staves and 
heading on the open market. 

In this instance, I want to tell of the St. Louis Cooperage Co., of St. Louis, 
Mo., a division of the Five Counties Stave Co., owned by the Continental 
Distilling Corp., of Philadelphia, Pa. 

They have offered and I believe sold, to the Hoard Creamery Co. at Fort 
Atkinson, Wis., white oak condensed milk barrels at $6.25 delivered. They 
have offered and sold to the Neenah Milk Products Co. at Neenah, Wis., at 
the same price. 

From what I hear in the trade, or the other coopers, there are numerous 
instances of such prices throughout the country. As an independent barrel 
maker who has to buy his materials, I cannot meet such competition. 
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Referring to the situation regarding the Pioneer Cooperage Co. of this city, 
this concern owned very large tracts of white oak timber in Missouri and 
Arkansas, which made them attractive to the distillers. 

The National Distillers bought the company. After securing it, they found 
that they did not have any use for the cooperage plant at Chicago; it not being 
geographically situated for the production of whisky barrels. 

They sold the plant to one of its former owners and several employees at 
a low price. In order to induce them to take the plant, they agreed to furnish 
them with materials of which to make the common grade of barrels, to be 
paid for on the basis of a certain percentage of the selling price of the package 
when sold; the arrangement being that the National Distillers keep them sup- 
plied with staves and heading, ownership remaining with the National Distillers 
until the package is sold. 

The facts in this case were related to me by Mr. Harold Cunliff and George 
(Bud) Dyer of the Pioneer Cooperage Co. 

We, as independents who have to buy our materials on the open market, 
yard them, and take the chances on the fluctuations in the market, deterioration 
on the yard, investment in inventory, insurance costs, and so forth, in the 
manner in which the business has heretofore been done, are at a distinct 
disadvantage. 

Surely such an arrangement does not smack of free enterprise. 

It is my contention that the distillers should discontinue the manufacture 
of the common grade of barrels in competition with concerns whose primary 
business has been such over a long period of time. Let them sell the common 
or oil grade of staves and heading in the rough, that they are obliged to produce, 
on the open market. 

I would say that there are in the neighborhood of 20 producers of the common 
grade of staves, heading and barrels in the country who will not remain in the 
business very long under the present conditions. 

If there are any questions, I shall be glad to answer them. 

Trusting that you may be of help to us, lam, 

Yours very truly, 
W. O. JoHNnsoN, President. 


Mr. Mrrcenexi. That was dated what date? 

Mr. Downs. October 29, 1948. 

Mr. Mircneiti. And addressed to the Department of Justice, atten- 
tion Mr. Chalmers Hamill? 

Mr. Downs. Mr. Chalmers Hamill, yes. 

Mr. Mrrcneti. Was an exact copy of that letter sent to the Federal 
Trade Commission ? 

Mr. Downs. Yes, it was. 

I might say, Mr. Mitchell, as you know, the committee had asked 
Mr. Johnson to be here. 

Mr. Mrrcnety. I wanted to explain that. Please go ahead. 

Mr. Downs. Mr. Johnson is quite ill. Asa matter of fact he is con- 
fined to his home and therefore I am substituting in his place. I 
wanted the committee to know that. I contacted him last week. 

Mr. Mrrcneiy. Mr. Johnson cooperated with us fully in authorizing 
this and giving us the correspondence. 

After that 1948 complaint—the first paragraph begins “Pursuant to 
your request.” It is your understanding there had been a conference 
between Mr. Johnson and Mr. Hamill prior to that date? 

Mr. Downs. I understand there was, yes. 

Mr. Mrreneti. What was the next event? Was there a time when 
you came to Washington about this ? 

Mr. Downs. Yes, there was. In February 1950. 

Mr. Mrrcneti. Did you see anybody at the Department of Justice ? 

Mr. Downs. I saw Mr. Allen Dobey. 
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Mr. Mrrcnett. What was he in? The Antitrust Division of the 
Department of Justice? 

Mr. Downs. I understand he was, yes. 

Mr. Mircneiy. Did you see anybody else in that division ? 

Mr. Downs. There was another gentleman who talked with me at 
the same time as Mr. Dobey, but I do not recall his name. 

Mr. Mircuety. What was the purpose of your visit to those men 
in the Antitrust Division in 1950 ¢ 

Mr. Downs. To see if something could not be done to pay a little 
attention to the complaint which Mr. Johnson had filed and to follow 
it up and to assure Mr. Dobey of our cooperation. 

Mr. Mircue.,. Was it your understanding at that time that you 
were presenting for Mr. Johnson a complaint relating to the antitrust 
laws ¢ 

Mr. Downs. Yes. The complaint had already been filed, of course. 

Mr. MitrcHe.yi. And you were renewing that complaint ? 

Mr. Downs. That is right. 

Mr. Mitcne tL. How long did you talk with those men ? 

Mr. Downs. I had a conference of perhaps 114 or 2 hours, as I recall. 

Mr. Mircue.y. After that conference was there any understanding 
reached ¢ 

Mr. Downs. Well, they asked me to find out certain information 
from Mr. Johnson. 

Mr. Mrreneti. And after that, did you supply the information ? 

Mr. Downs. Yes, I did. 

Mr. Mircue.u. That is in exhibit No. 18 that you have there ? 

Mr. Downs. Here is a letter marked “exhibit 17,” which is a letter I 
wrote to Mr. Johnson after my return to Chicago. 

Mr. Mircnen.. That is a report on your conference with the De- 
partment of Justice ? 

Mr. Downs. That is right. 

Mr. Mircnei. Before you read that, did you go to any other place 
in connection with that complaint? Any place in Washington ? 

Mr. Downs. Yes. 

Mr. Mircuety. Is that explained in the letter ? 

Mr. Downs. Yes, it is. 

Mr. Mircneti. Well, read the letter then, will you? Read it, ad- 
dress and all. 

Mr. Downs. This is dated February 20, 1950, and is addressed to 
Mr. W. O. Johnson, T. Johnson Co., Inc., 1046 West Thirty-eighth 
Street, Chicago, Ill. 

Dear Mr. JOHNSON: Referring further to the conversation had with you a few 
days ago in connection with my trip to Washington and my conference with 
officials of the Federal Trade Commission and the Antitrust Division of the De- 
partment of Justice, I wish to advise that I consulted with the Assistant Chief 
Examiner of the Federal Trade Commission. 

He advised me that in view of the fact that the Antitrust Division and the 
Department of Justice was making a similar inquiry that the Commission had 
ceased its activities along that line in order not to duplicate the work. 

I then had a lengthy conference—— 

Mr. Mircueti. Let me interrupt. You are reporting what hap- 
pened. The Federal Trade Commission people told you that since 
the Department of Justice and the Antitrust Division was investi- 
gating antitrust complaints concerning the cooperage and whisky in- 
dustries, that they were not going to duplicate the work ? 
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Mr. Downs. That is right. 
Mr. MircHetu. Go ahead. 
Mr. Downs (reading) : 


I then had a lengthy conference with the two men in the Antitrust Division 
who have charge of the assignment investigating distilleries, which of course 
include the cooperage industry. 

They would like for me to find out from you and your associates what per- 
centage of the bourbon-barrel trade is controlled by the people we represent 
such as yourself, the Kimball-Tyler Co. of Baltimore, and so forth. 

They would also like to find out if the big distillers who have their own 
cooperage plants also sell bourbon barrels to other distilleries. They would 
also like to be advised as to the percentage and volume of the barrel and drum 
business which the distilleries do other than the bourbon-barrel end of their 
business. 

I appreciate that the most direct way to find that out would be from the big 
distilleries themselves. However, they would like to get your views as small- 
business men as to its effect on you and other independents in the cooperage 
industry. They would also like some specific information and specific examples 
of where the distilling interest have sold their common grade of barrels below 
cost and how it has hurt your business and the business of other independents. 

The Department is also interested in securing data concerning the cooperage 
association and how it dominates the industry. Also who is behind the as- 
sociation. 

I suggested to the gentlemen in the Antitrust Division that in all probability 
you and I would be in Washington around March 22 or 23 and I would like for 
you and at least one other businessman in your same situation to sit down and 
tell the Department of Justice your story. 

They were very agreeable to this. I might suggest to you that perhaps Mr. 
Tyler, from Baltimore, might be a good one to accompany us to the Department 
of Justice. 

I, of course, will leave that to your judgment. If that is agreeable with you 
please let me know a week or so ahead of the time for the meeting so that I 
could advise the Department the approximate time we would be there. 

I would also appreciate your giving me the answers to the above inquiries at 
your earliest convenience so that prior to our meeting in Washington I can 
transmit the information to the men in the Antitrust Division. 

Yours very truly, 
Tuomas J. Downs. 

Mr. Mrrcnety. That was the letter you wrote to your client, and 
that was dated when ? 

Mr. Downs. February 20, 1950. 

Mr. Mircueti. After that did you have any further communication 
with the Department of Justice Antitrust Division ? 

Mr. Downs. Yes. 

Mr. Mitrcueyv. What was that? 

Mr. Downs. That is your exhibit 18, Mr. Mitchell, dated March 7, 
1950. Do you want me to read that? 

Mr. Mircnetnt. Yes. To whom did you address that letter ? 

Mr. Cuetr. Let the record show that there is a quorum present; 
Messrs. Keating, Hillings, Rogers, Rodino, and myself. 

Mr. Downs (reading) : 

Hon. Hersert A. Bereson, 
Assistant Attorney General, Department of Justice, 


Washington, D. C. 
(Attention of Mr. Allen Dobey.) 

Dear Sir: Referring to conference had last month with your Mr. Dobey, of the 
Antitrust Division, concerning the investigation by your Department of the 
whisky distilleries as it affects the manufacture and purchase of whisky barrels 
and ‘allied products, I wish to advise that on my return from Washington I wrote 
Mr. W. O. Johnson, one of the independent coopers, under date of February 20 
in which I outlined the questions which you wished to have answered. 
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I am enclosing copy of my letter to Mr. Johnson. Under date of February 24 
Mr. Johnson wrote me as follows— 


Now this is Mr. Johnson’s letter to me: 


“I have your letter of the 20th which I have read with interest. There are 
just two independent cooperage companies now making bourbon barrels that 
I know of. 

“One of them is the Kimball Tyler Co., of Baltimore, and the other the 
Klausner Cooperage Co., of Cleveland, Ohio. In my opinion these two concerns 
do not make over 5 percent of the bourbon barels produced. 

“By their own admission, the distillery-owned cooperage plants sell to other 
distilleries who do not have cooperage plants. The percentage of common-grade 
barrels made by the captive plants (so-called) is now rather small due to the 
lack of demand as compared to the time our complaint was filed. 

“In our complaint we named specific instances where the captive shops under- 
sold the independents on common grade of barrels, to an extent that was less 
than our costs. 

“Some of the captive plants still make common-grade of barrels in competition 
with the independent cooperage manufacturers. The distilleries bought up 
such a large percentage of the entire industry that they control the situation. 

“The Cooperage Industries of America is our trade association, which has 
been in existence for a long period of years. Prior to the distillers entering the 
business it was composed of independent stave, heading, and barrel manufac- 
turers. 

“Due to the large portion of the entire business that the distillers represent, 
they dominate the association.” 


Now, that is the end of Mr. Johnson’s letter to me. 


Mr. Johnson and I will be in Washington March 27, 28, and 29. I have sug- 
gested to Mr. Johnson that he and one of the other coopers, in accordance with 
conference with you last month, arrange to confer with you at your office at your 
convenience during those days when Mr. Johnson and I will be in Washington. 

I shall call you when we get to Washington and would appreciate your setting 
aside a half hour of your valuable time to spend with my client and yourself. 

If for any reason you will not be in Washington during those days please 
advise me. If I do not hear from you, I shall assume that you will be available. 


Mr. Mircuett. That is your letter to the Department. Now, did 
you hear from Mr. Bergson ¢ 

Mr. Downs. Yes. Your exhibit 19, a letter dated March 14—— 

Mr. Mircueti. By whom is it signed? 

Mr. Downs. Herbert A. Bergson. 

Mr. Cuetr. What year is that? 

Mr. Mrrcnety. 1950. 

Mr. Downs. March 14, 1950. [Reading :] 


Dear Mr. Downs: Reference is made to your letter of March 7, 1950, wherein 
you suggest that a conference be held in Washington on March 27, 28, or 29, 
between you and some of your clients and Mr. Dobey of my staff, in connection 
with problems of the independent cooperage industry. 

It is possible that Mr. Dobey will be out of town on March 27, but he expects 
to be here on March 28 and 29, and he will be glad to confer with you and your 
clients at that time. 

Sincerely yours, 
HeErRserT A. BERGSON, 
Assistant Attorney General. 


Mr. Mircue.y,. Do you see up in the upper left-hand corner there 
“The Department of Justice” ? 

Mr. Downs. Yes. 

Mr. Mircueti. Do you see any initials in the upper left-hand 
corner ¢ 

Mr. Downs. There is “E. P. H.” written in ink, and there is a 
number, “60-72-0.” 
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Mr. Mircuen. I will point out to the committee that that number 
is the same number that has appeared on other exhibits that have 
come from the Department of Justice files, being the file No. 60—-72-0 
relating to the liquor and cooper: ge industry and the initials “E. 
p. Hi.” ‘coincide with Mr. Hodges. I do not know as a fact that those 
are his initials. 

Now one question, Where is the Johnson business now ? 

Mr. Downs. It has been liquidated, Mr. Mitchell. 

Mr. Mircnetyt. When was it liquidated ¢ 

Mr. Downs. 1951. 

Mr. Mircuety. That is all of my questions, Mr. Chairman. 

Mr. Cuetr. Are there any questions, Mr. Rodino? 

Mr. Ropino. No; no questions. 

Mr. Cuetr. Mr. Rogers? 

Mr. Rocers. No; no questions. 

Mr. Cuetr. Thank you very much, Mr. Downs. 

Mr. Mrrcneru. Mr. Mann, of the Sherwood Distilling Co. 

Mr. Cuetr. Mr. Mann, do you solemly swear that the statements 
you are about to make on this occasion will be the truth, the whole 
truth, and nothing but the truth, so help you God? 


Mr. Mann. I do. 


TESTIMONY OF LOUIS MANN, PRESIDENT, SHERWOOD 
DISTILLING CO., WESTMINSTER, MD. 


Mr. Cotuier. Will you give your full name, please, sir. 

Mr. Mann. Louis Mann. 

Mr. Cotirer. What is your occupation ? 

Mr. Mann. Executive of the Sherwood Distilling Co., at West- 
minster, Md. 

Mr. Cottier. You are president ? 

Mr. Mann. President and treasurer. 

Mr. Couuier. Are you affiliated with any other distilling company ? 

Mr. Mann. Yes, sir. 

Mr. Couter. What isthe name of that? 

Mr. Mann. President and treasurer of the Foust Distilling Co., at 
Green Rock, Pa. 

Mr. Couuter. When was the Sherwood Distilling Co. formed ? 

Mr. Mann. It has been in existence since 1868. 

Mr. Cotirer. When did you become affiliated with it? 

Mr. Mann. I became affiliated with the company in 1922. 

Mr. Coturer. And the Foust Distilling Co. ¢ 

Mr. Mann. The Foust Distilling Co. has been in business since 1840 
and my conection, with them has been since 1935 

Mr. Cottier. How long have you been personally in the distilling 
business ? 

Mr. Many. A lifetime. 
an Cot.ier. What is the production capacity of the Sherwood 

0. ¢ 

Mr. Mann. The Sherwood Distilling Co. capacity in bushels repre- 
sents 1,150 bushels per day, whereas Foust Distilling Co. represents 
1,250 bushels per day. In other words, if you translate those bushels 
into barrels, I would say we have aproximately 120 barrels at Sherwood 
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Distilling Co. whereas at Foust Distilling Co. we would have produc- 
tion of 125 barrels. That is just an approximate figure. 

Mr. Cottier. Approximately 245 to 250 barrels total production ? 

Mr. Mann. That is correct, sir; at both plants. 

Mr. Cuexr. Is that per day? 

Mr. Mann. That is right. 

Mr. Cottier. What do you produce in those plants; what type of 
whisky ? 

Mr. Mann. We produce rye whisky, also bourbon whisky, and at 
times when we could not get the rye or corn we were compelled to make 
malt whisky. That was during the war period when we were on an 
allotment basis. 

Mr. Cotuier. Do you bottle your whisky ? 

Mr. Mann. Yes, sir. 

Mr. Cotter. To whom do you sell that? 

Mr. Mann. We sell to jobbers throughout the United States, as 
well as the monopolies. 

Mr. Couturier. And you also sell bulk whisky ? 

Mr. Mann. Yes, sir; we sell bulk whisky and we store whisky for 
other distilleries. 

Mr. Cottier. Have you made bulk whisky for any of the Big Four 
companies in the past ? 

Mr. Mann. Yes; we have made whisky for them and we have sold 
them a lot of whisky. 

Mr. Cotirer. Do you have any whisky in your warehouses now be- 
Rie to any of the Big Four? 

Mr. Mann. Yes, we have. 

Mr. Cottier. Which companies? 

Mr. Mann. Well, at this particular time we have whiskies there for 
Hiram Walker and we are shipping them out right now to Peoria. 
We also have whisky that belongs to Seagram and we are shipping 
those to Louisville, Ky., at this time. That shipping order consists of 
about 2,500 barrels at this time for Seagram. 

Mr. Cotirer. Is that bulk in new cooperage ? 

Mr. Mann. Yes, sit 

Mr. Cottrer. Do you have any whisky in used cooperage ? 

Mr. Mann. We have, sir. 

Mr. Cottrer. How much? 

Mr. Mann. We have approximately 12,000 barrels of bourbon mash 
and malt mash whisky on hand at this particular time in reused 
cooperage. 

Mr. Couturier. Has it ever been in new cooperage ? 

Mr. Mann. No, sir. 

Mr. Cotter. And it has no age on it? 

Mr. Mann. It has no age now whatsoever. 

Mr. Cotirer. You were forced as a result of the shortage in cooper- 
age to put that originally in reused barrels? 

Mr. Mann. That is the real reason why it is there. 

Mr. Cotter. Why can’t you put that in new barrels today ? 

Mr. MAnn. Well, the reason we would not put it in new barrels is 
due to the fact that the new barrels are very expensive and would not 
justify our putting them in new barrels for the simple reason that the 
age would only begin as of the date when it entered into the new bar- 











INVESTIGATION OF THE DEPARTMENT OF JUSTICE 467 


rels and under the circumstances if you take into consideration the 
costs of the new barrels, the loss of the whisky in the old barrel, the 
loss of the whisky when it enters into the new barrel, it hardly justifies 
you. 

~ Mr. Cottier. What do you mean by loss? 

Mr. Mann. The cost of the material. So that when the whisky is 
first entered into the reused barrel, you lose 16 pounds, or on the basis 
of 8 pounds per gallon, you would lose 2 gallons. Now then you 
would have the same situation when you took the contents out of the 
old barrel and put them into new barrels. 

If you add that all up, that runs into a lot of money and you still 
have nothing, where you could produce current whisky or new whisky 
in a new barrel for a great deal less, I would say. 

Mr. Coututer. That whisky belongs to you? 

Mr. Mann. Yes, sir. 

Mr. Cotuier. What can you do with that? 

Mr. Mann. At this time we cannot do anything with it for the 
reason that there is no sale for whisky in reused cooperage, as far as 
the consumer in the trade is concerned. 

In other words, owing to the Alcohol Tax Unit regulations you must 
make a statement on the back of the label of the bottle stating that it is 
“blank” months or years of age, whatever it may be, and you cannot 
sell that goods against new cooperage whisky. 

Mr. Courier. When was that whisky produced ? 

Mr. Mann. That whisky was sendinied some of it in 1944, some in 
1945, some in 1946 and 1947. 

Mr. Cotuter. During the period there was a shortage in cooperage? 

Mr. Mann. That is correct, sir. 

Mr. Coxiurer. Do you have any knowledge of reused whisky— 
whisky in reused cooperage being purchased from you and moving 
through other plants outside the United States ? 

Mr. Many. Yes, I have. d 

Mr. Cotuier. What can you tell the committee about that ? 

Mr. Mann. We have had a lot of whisky we have sold to Seagram. 
We call it spirits, in reused ooperage. The whisky was transferred 
in bond to Calvert Distilling Co. in Baltimore, or at Relay, Md., and 
from there they condensed it into other barrels and shipped it on into 
Canada. 

Mr. Cotter. Do you know how that was shipped ? 

Mr. Mann. By rail. 

Mr. Cour. Was it shipped in the same barrels? 

Mr. Mann. Some of the same barrels were used and those, of course, 
condensed from one to another, those barrels were thrown out and 
destroyed but one of the original packages went with the full barrel of 
the contents. 

Mr. Cottier. Was it shipped in bond? 

Mr. Mann. It was shipped in bond. 

Mr. Cotuter. Is the tax paid on that at the time? 

Mr. Manny. If there was a loss in the outage, the tax had to be paid. 
If there was no loss it went on without tax payment. 

Mr. Cotirer. Now you say you are in the case-goods market, too? 
You sell case goods? 

Mr. Mann. That is right. 
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Mr. Cortrer. Have you had any particular problems in putting 
your case goods in the hands of distributors? 

Mr. Mann. Yes, we have. 

Mr. Coiirer. Can you give the committee any details? 

Mr. Mann. We have a problem which I would say dates back to 
the fall of 1949. Our representative in New York City, Jack Rosen- 
berg, contacted the Standard Food & Products Co. in Brooklyn, N. Y., 
and after making arrangements to purchase some of the blends that 
we were to make for them under a special label, they had given us 
a check for approximately $13,000 to cover the taxes on the order. 

Mr. Cotter. They had actually placed the order? 

Mr. Mann. They had placed the order and told us if we would 
make the blended whisky for them they, of course, would use ap- 
proximately 1,000 cases per month for a total of 12,000 cases per 
year. 

About 2 weeks later, Mr. Cass, of Standard Foods, called and 
said he had stopped payment on the check for the taxes. I asked 
him why. 

He said, “Well, I don’t care to explain it,” but the fact remains 
that since they were a Seagram house, they just could not take the 
order. They just could not give the order and it was canceled, so 
we lost that business. 

Mr. Cottier. How much do you estimate that cost you? 

Mr. Mann. I would estimate that the price was $22 per case and 
if we had 1,000 cases it would run $22,000, or 12 times that during 
any one given year. It practically meant a quarter of a million dollars 
on that particular order. We lost that business. 

Mr. Conuter. Did they tell you that they felt your item would be 
a good selling item? 

Mr. Mann. Oh, yes. They knew it was a cheap item, that the 
quality of the whisky was all right and they needed an item of that 
kind, but we lost the business. 

Mr. Couturier: Was this a blend of straight whiskies? 

Mr. Mann. It was a spirit blend. 

Now along those lines, my representative in New York had the 
occasion to call me, or talk to me rather, and send me a letter a short 
time ago, in February 1952, where he tried to get back and get the 
same business. In this letter dated February 1, 1952, he says: 

“Yesterday I called on Standard Foods. Mr. Cass told me for the present 
they cannot do anything on account of the new ruling Seagram came out with, 
at least for the present.” 

I called him on the phone and I wanted to know what he meant 
by that. He said, “Well, as usual, if we sell Seagram’s we cannot 
purchase anything else unless it is approved by the Seagram people.” 

I said, “Well, what do you make out of that?” 

He said, “Well, it looks like we just can’t get the business.” That 
settled that. That was as late as February 1952. 

Mr. Cotxrer. So your original contact and failure to make a sale 
was in 1949, and as late as 1952 





Mr. Mann. It resulted in a loss of the business. 
Mr. Cotuier. What other attempts have you made where there was 
a failure to place your business? 











INVESTIGATION OF THE DEPARTMENT OF JUSTICE 469 


Mr. Mann. We had a few other experiences along those lines, par- 
ticularly in Baltimore. 

For example, we had the McCarthy-Hicks Co., who is a distributor 
for Seagram in Baltimore. One of our representatives, Mr. George 
W. Krauss, called on Mr. McCarthy and talked to him about Sher- 
wood’s straight rye whisky, 4 years old, 86 proof. McCarthy advised 
him that he was in need of whisky of that type and since it did not 
conflict with any of the Seagram blends he felt that he could do some 
very good business for us, namely, on a basis of 5,000 cases a month, 
or 60,000 cases a year, but what he wanted to know was whether we 
could give him a continuity. 

Mr. Cottier. Do you mean to keep supplying him? 

Mr. Mann. To continue on in the event he had made those sales. 

Mr. Krauss came back and told me what happened and he said that 
McCarthy requested samples of the particular whisky and he wanted 
to show it to his salesmen so that they could hold a meeting that eve- 
ning and, in turn, formulate some sort of a plan as to whether they 
could sell this whisky. Well, the samples went forward. They held 
their meeting; they contacted the retail trade—the taprooms, taverns, 
hotels, and bars—and came back as a howling success. “Why, of course 
we can sell it. We can do a great business.” Then he asked me to 
come and see McCarthy, or rather McCarthy requested me to come 
and see him. I went to see McCarthy and had a talk with him. He 
said, “Well, we can do a pretty good job on this.” 

I said, “Look, McCarthy, let me tell you one thing: Before you get 
too far involved in this situation, will you make sure and contact the 
Seagram people direct as to whether they will permit you to sell these 
goods against a Seagram blend you are now selling?” 

He said, “There will be no trouble there. It is two different items. 
Just like it was chalk and ¢ heese.” 

I said, “Well, it is up to you. 

A week later we got in touch with Mr. McCarthy and he said he 
was no longer interested. I asked him why and we received no reply. 
So we lost that account. 

Mr. Coxtirr. You could not get any reason out of him? 

Mr. Mann. No; nor could I get it down in writing. He said they 
were no longer interested and that was the end of that. 

Mr. Cotrirr. When did that occur? 

Mr. Mann. I would say that was in about November 1949. 

Mr. Cotrier. That also was a tremendous loss to your company? 

Mr. Mann. That was a tremendous loss of 60,000 cases of whisky 
and at the present time, at a jobber’s price of $32 per case, it would be 
just a fraction less than $2 million a year, and that was a great loss 
to us, 

Now, we had another similar situation in that same year in the fall. 
Mr. Krauss went to see Reliable Liquors, quite a good house. 

Mr. Coxturer. Where is that? 

Mr. Mann. That is in Baltimore, also. They have quite a lot of 
salesmen. They are Calvert distributors. 

Mr. Cotuier. That is a Seagram subsidiary ? 

Mr. Mann. Yes, that isa Seagr am subsidiary. 

The same proc edure went on. I was c alled, and again I said to Mr. 
Smith, who was in charge—I had told him what happened at the 
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McCarthy plant, and he said, don’t worry about it, that he will get in 
touch with Mr. Tubey Resnick, and he was then the eastern representa 
tive for Calvert Distilling Co. Smith said he would contact Resnick 
and contact the New York office and felt certain they could sell 5,000 
cases a month or 60,000 cases per year. 

The samples went forward and we were complimented that the 
goods were all right but a little later we had the same reply: “Sorry, 
we are not interested.” 

Mr. Couturier. Did you ever find out the reason why ? 

Mr. Mann. I tried to get the reason. I tried to get it down in 
writing but I never got it. 

From there on, we practically gave up the distributors in Baltimore, 
because they were about the best two there, financially. We had been 
selling a little bit direct here. That has been our experience. 

However, I must say this for Seagram, that aside from the case 
goods angle, they still buy our bulk whisky, they still store goods with 
us and do everything that is in accordance with the business practices, 
but as far as the case goods are concerned, that’s out. 

Mr. Conzrer. I do not want to ask an embarrassing question, but 
what is the financial structure of your business 4 

Mr. Mann. Well, we are just having a heck of a time getting along 
since we lost this business. 

Mr. Cottier. Trying to hang on? 

Mr. Mann. We are trying to hang on but just by the skin of our 
teeth. 

Mr. Couurer. This bulk whisky you have seen move out of your 
warehouse and into the Canadian market. Do you feel that might come 
back as a competitive brand to you? 

Mr. Mann. Yes, I feel that, for the simple reason that they have 
regulations which differ from those that we have here. As I under- 
stand it, prior to a new ruling that was issued recently about 6 months 
ago, you could send bulk whisky in reused cooperage and it would 

me back here with an age on it. However, I understand those things 
have changed and unless it is 3 years old, under a pending certificate 
of age, they will not let you buy it. 

Mr. Cotuier. Do you have any other information that you feel 
would be helpful to the committee ? 

Mr. Mann. No, I believe those sad experiences are more than we 
care to take and we cannot take any more. 

Mr. Cotuier. They will just run you out of business ? 

Mr. Mann. That is right. 

Mr. Cotuter. If an accredited representative of the Department of 
Justice had approached you and asked you these same questions that 
I have asked you today, would you have given the same answers? 

Mr. Mann. I would have given him the same answers, I think. 

I will say this, the connection between the two, I do not know. That 
is between the Department of Justice and what I said just now. Those 
are actual facts that happened and that is as far as I could go. 

Mr. Cottier. You would tell anybody those facts ¢ 

Mr. Mann. That is right. 

Mr. Cotuier. Thank you. 

Mr. Cuetr. Mr. Mann, did I understand you to say that although 
you had a considerable amount of goods stored in reused cooper: ige—— 
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Mr. Mann. Do you mind if I come closer ? 

Mr. Cuetr. Very well. 

I say notwithstanding the fact that I understood you to say awhile 
ago that you had considerable bulk whisky in reused cooperage, under 
the Federal law you were unable to claim age on it, and that whisky, as 
I understand it, is sold to Seagram or some outside interest—that is, 
some foreign company or corporation—and is taken into Canada or 
some other country, that age is allowed on that particular barrel in that 
group of whiskies; is that correct ? 

Mr. Mann. That is correct. 

Mr. Cuetr. That is, if you had it in the barrels from 1946 to 1952, it 
would have the age of 6 years in Canada ? 

Mr. Mann. That is right. 

Mr. Cueir. Now, if that whisky were withdrawn—say if they 
bought some bonded whisky from you within 714 years, and that 
whisky were shipped to Canada, they would not have to pay the with- 
drawal tax on that, would they, the bonded tax here in the United 
States? 

Mr. Mann. Not here. 

Mr. Cuexr. And unless that whisky came back it would never be 
paid; would it? 

Mr. Mann. Not to this country. If it came back again, the tax 
would be paid. 

Mr. Cuetr. But it would have to be imported back into the States 
before the tax would be paid? 

Mr. Mann. That is correct. 

Mr. CuetFr. Do you think that would be sufficient reason why maybe 
Seagram or some of the others were not interested in the prolongation 
of the 8 to the 12-year bonded period ? 

Mr. Mann. I would not say that was the reason so much. I would 
give a better reason than that. I would say they were trying to play 
freeze out and get rid of the small distillers for the simple reason that 
they are not in a position to finance themselves at the end of 8 years, s« 
what actually would happen at the end of the 8 years, that in the 
event the goods were to be forced out of bond by the Government and 
the taxes had to be paid, the first step the Government would take 
would be to notify the distiller or warehouseman that his taxes are due 
on such and such a date. If those taxes were not paid the Govern- 
ment would then try to locate the owner of the merchandise, and if 
they could not locate the owner they then would offer the goods for sale 
at public auction and get whatever they could. If there was a deficit 
they then would call on the bonding company for that particular 
deficit. 

That is the position the small distillers are in and I think that if the 
Government would be graceful enough to enact legislation to prolong 
the 8-year period to 12 it would he Ip us out a great deal and the 
Government in turn would get its money. As I understand, Seagram 
is not for the 12-year period and would like to see the 8- year period 
so if the 8-year period is in effect and the small man cannot pay off, 
you have a different situation entirely. 

Mr. Cuextr. Do you know anything about the regulations in Canada, 
as to the percentage of mixture of blends? I am informed that in 
Canada they can use as much as 85 percent neutral spirits, with 15 
percent of so-called straight whiskies to make their blends. 
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Mr. Mann. I do not know too much about that, but as I understand 
it they can keep spirits in a vessel or a tank for a period of 2 years 
and then add 10 to 15 percent of other ingredients and still retain 
the age. 

Mr. Keatinc. What is the allowance in Kentucky, may I inquire? 
What percent of neutral spirits? 

Mr. Cuetr. I think Mr. Huntington stated the other day that it 
could be as high as 80 percent and 20 percent. 

Mr. Keatine. Eighty percent neutral spirits? 

Mr. Cuetr. Yes. I may be incorrect in that statement, Mr. Keat- 
ing, but I thought that was the statement he made here the othe 
day, 80 and 2). But it is very seldom that they mix over 65 and 35 
percent—roughly that figure. 

Mr. Mann. I am not too familiar with that regulation. 

Mr. Cuexr. As I understand it, then, you are having considerable 
difficulty in disposing of your bottled goods through “these various 
distributors? 

Mr. Mann. That is correct, sir. 

Mr. Cuevr. Are there any questions, Mr. Rodino? 

Mr. Ropino. I have no questions. 

Mr. Cuetr. Mr. Keating? 

Mr. Keatinc. No questions. 

Mr. Cuetr. Mr. Rogers? 

Mr. Rocers. During the period when there was a shortage of 
whisky, up until 1946 or 1947, you did not attempt to put any of your 
goods out in bottles; did you? Or did you? 

Mr. Mann. Oh, yes; we were selling goods in bottles. 

Mr. Rocers. A name brand? ; 

Mr. Mann. Some name brands and some under private label. 

Mr. Rocers. Did you ever quit that practice or do you still do that? 

Mr. Mann. We still do that; yes. 

Mr. Rogers. There is no advertising on the part of your company 
as to any name brand or anything like ‘that ? 

Mr. Mann. No, sir. 

Mr. Rocers. Did you ever attempt to get distributors other than 
the three you have mentioned here in your testimony 4 

Mr. Mann. No, we did not. 

Mr. Rocers. That will be all, Mr. Chairman. 

Mr. Cuexr. Mr. Hillings? 

Mr. Hitiines. I have no questions. 

Mr. Cuevtr. Thank you very much, Mr. Mann. 

Mr. Cotter. Thank you, Mr. Mann. 

Mr. Cuetr. Mr. Arthur W. William. 

Mr. William, do you solemnly swear the statements you are about to 
make on this occasion will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. WittiaM. I do. 


TESTIMONY OF ARTHUR W. WILLIAM, EDITOR, SPIRITS MAGAZINE, 
LOUISVILLE, KY 


Mr. Cuetr. Mr. Mitchell. 
Mr. Mitcneit. Will you state your name to the reporter?) Arthur 


W. William ? 
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Mr. Wiru1am. That is correct. 

Mr. Mitcuety. And your address? 

Mr. Witu1aM. Louisville, Ky. 

Mr. Mircueiit. What is your business or occupation, Mr. William? 

Mr. Witu1am. I ama whisky broker and a newspaperman. I write 
for the business papers. 

Mr. MitcueLi. You write for business periodicals, daily papers ? 

Mr. Wituram. Not dailies. Some of them are dailies, but I = not 
write for papers that go to the general public. It is like the New York 
Journal of Commerce, and Spirits of New York. 

Mr. Mitcuet, Is that Spirits Magazine? 

Mr. WituiAm. That is correct. 

Mr. Mitcue .t. Is that one of the outstanding papers in the dis- 
tillery industry ¢ 

Mr. Wit1am. Yes. 

Mr. MitcuHe.u. And the other one? 

Mr. Witu1aM. I do not write for any other distillery papers. I do 
write for the New York Journal of Commerce, their Friday edition 
which carries a liquor statement. 

Mr. MitrcHeti. Do you write on all subjects, or on liquor? 

Mr. Witu1aM. In New York Journal of Commerce I write on liquor, 
insurance, and several other lines, and spirits, of course, is all liquor. 

Mr. MitcHe.L. You have spent most of your life then in the liquor 
industry in one aspect or another, have you / 

Mr. Witu1AM. | have spent 42 years in it. 

Mr. Mitcuett. Louisville is your home ? 

Mr. Wiiu1aM. That is right. 

Mr. Mitcue tt. I have a little trouble with that Louisville. 

Mr. Wintiam. I was in the Congressional Record a few years ago 
as being from Lowell, Ky. 

Mr. Mircuett. Are you acquainted with the development and con- 
tinuation of the liquor industry in Kentucky ? 

Mr. Witiiam. Pretty much so, 

Mr. Mircuetnt. Can you tell the committee anything about the 
mortality rate down there on distilleries in the last few years? 

Mr. Witu1aM. Well, there has not actually been such a mortality 
rate. It has just been absorbed by other companies and there has just 
been a good deal of selling out. There were approximately 65 dis- 
tilleries 1 in Kentucky. A fe WwW years ago, prior to the last war, a great 
many of them were individually owned. Today, of the 65 I would say 
there are 45 owned by 6 or 7 companies or controlled by 6 or 7 
companies. 

Mr. Mircnett. Are there still 65 distilleries there operating ? 

Mr. Witu1am. Approximately so. A few of them are down. 

Mr. Mrrcnetit. Have you had occasion to visit the Loretto Dis- 
tillery ? 

Mr. Witu1aM. Yes, sir. 

Mr. Mircue.ti. You have gone to other towns where there are dis- 
tilleries ? 

Mr. WirutaM. I have been to every distillery in the State but one. 

Mr. Mircnetyi. Can you recall to mind any distilleries that have 
had their activities limited—that is, they have stopped distilling or 
stopped bottling or stopped making cooperage, or any of those inci- 
dental activities ¢ 
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Mr. Witi1aM. I have known of a number of distillers who had to 
arrange to make staves and headings or buy staves and headings and 
have them fabricated into barrels because they were unable to purchase 
new barrels or else they had to put whisky in used cooperage in the 
hope of getting barrels later and transfer it into new barrels when 
and as new barrels came in and were available. 

Mr. Mrrcnetn. The difficulties in cooperage have some relation to 
the shortage of whisky during World War II? 

Mr. Witi1am. That is correct. 

Mr. Mircuext. And also to the shortage of cooperage during that 
time? 

Mr. Witi1am. That is correct. 

Mr. Mircne.y. Can you tell the committee something of the history 
of the distillery industry in Kentucky when these changes took place, 
and what you think the reasons were ? 

Mr. Witu1aM. I blame a great deal of the trouble in Kentucky upon 
the formation of the OPA and the very low prices set by OPA on 
cooperage material and barrels. It was impossible for the stave and 
heading man to compete with industrial plants for war orders and in 
securing labor to go out and cut staves and heads, or for the cooperage 
company to buy these staves and heads and put them in a barrel which 
I think sold for something like $13.20. It may have been $12.60. 

Mr. Curtr. Excuse me, gentlemen, Mr. Celler is here and the full 
committee is ready to meet. 

I wonder if you would just stand by, please, Mr. William. 

Mr. Krartina. I have one thing, Mr. Chairman, before we adjourn. 
I am somewhat confused about the end of the testimony of Mr. Mann. 
Do I understand there is a different rule on the amount of neutral 
spirits that we can put in in this country, but we allow a larger per- 
centage of neutral spirits to be brought in from Canada? 

Mr. Cuetr. That 1s something that I would like to get into myself, 
Mr. Keating, a little bit later on, and I think it should be of interest 
tothe committee, and we will have something on that. 

Mr. Keating. You will call somebody on it. 

(A short recess was taken. ) 

Mr. Cuevr. The hearing will be in order. 

Mr. William, will you come back around, please? 

Mr. Mrrcnett. You were telling us, Mr. William, about your travels 
and experiences in the whisky industry. Did you ever hold an office 
in any assoc lation ? 

Mr. Witxit1am. I was secretary of the Whisky Brokers of America 
from December 1948 until this past May at Los Angeles, when I 
resigned. 

Mr. Mircnert. One of your articles in the Spirits Magazine has 
come to the committee’s attention, in the April 1952 issue. I would 
like you to explain to the committee a couple of statements that you 
have made. I would like to read what you said: 

It is really a travesty as regards law and order that the present-day whole- 
saler representing the larger interests is so scared of offending them and losing 
their line that he feels he cannot afford to open his mouth anywhere at any 
time and state what he thinks, especially as regards such subjects as multiple 
lines or private brands. 


Then in parentheses: 


EpitTor’s NOTE: We agree. 
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Tell the committee, with due respect to your professional obliga- 
tions as a newspaperman, what you had in mind when you talked 
that way about the fear of wholesalers to talk about multiple lines? 

Mr. Wiu1aM. For the past 3 years the Whisky Brokers of America 
cooperating with the National Wine and Spirit Wholesalers had 
putona special section at the wholesalers’ meet Ing devoted to private 
brands. I was in charge of arranging that one special section for 
the joint session of brokers and wholesalers, and Fred Sweitzer, of 
st. Louis. who is executive vice president ind general counsel of the 
wholesalers. We tried to get three wholesalers and three brokers to 
ippear on that program and discuss private brands. Ordinarily 
when you ask a wholesaler to appear on your program to discuss 
something that is sweet to his methods of doing business, he is per- 
fectly willing to come on the program. But we discovered instead 
of getting three wholesalers on the program it was very difficult to 
get even two. We finally had to go along with two. I called up 
local wholesalers, some of them I knew in various parts of the country, 
and wrote letters to them and they just one after another refused. 
One fellow agreed to come on the program and said he would like 
to. Then he wrote me a letter by registered mail stating that he 
decided he could not come on the program. I wrote him another 
letter and in return he gave me names of two of the larger companies 
whose lines he carried, and he was afraid of offending them. 

Mr. Mrrcneuyi. That was the basis? 

Mr. Winu1am. That was the basis of that one paragraph. 

Mr. Mircnentst. You said: 


It is asserted that some of the major companies are now insisting on no dual 
representation on the part of the wholesaler, “you will handle our line exclusively, 
or you are out.” 

Is that what you had in mind? 

Mr. Wituram. I know that to be true. I cannot divulge my sources 
of information. 

Mr. Mrrcnein. Do you know that is true with respect to the so 
called Big Four? 

Mr. Witt1am. Certain members of it. 

Mr. MircHeit. You said: 


Of course there is also some woodpecker trying to get started who will agi 
to single representation on a nationally licensed and good selling line. 


That is the kind of fellow who will go along with that ? 

Mr. Wiiuram. He will go along with that to get in the business. 

Mr. Mrreneny (reading) : 

And frequently a wholesaler going along nicely wakes up some morning to 
find out that somebody else has guaranteed a couple cuses a month more to a 
class distillery organization and therefore he has lost his line 

Mr. Witi1am. I was in Chicago in 1948 and went to see a local 
wholesaler and he remarked one of the wholesalers in Chicago was 
losing one of the then top brands. It is not a top brand today. We did 
not get to this wholesaler’s office until late in the evening and he was 
walking the floor. We asked him what was the matter and he said he 
Was just advised he had lost such and such a brand. | told him I 
learned that when I got off the train in the morning and he really 
blew his top. He did not get the word until hours after we got it on 
the street. 
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Mr. Mirenect. Then you refer to the larger companies havi 
taken over the cooperage business, “to the place where the country 
staves and heading producer has but few possible prospects.” Is t] 
your opinion ¢ 

Mr. Wuu1am. I write for two cooperage papers and I have bi 
familiar with the subject. 

Mr. Mrecuewn. That leads us back to the comment you were maki 
about the OPA influence—the effect of OPA regulations on the d 

tilleries, both as to independent distillers and as to cooperage plant 
Will you expand on that? 

Mr. Witttam. I do not believe I understand. 

Mr. Mircuett. You said OPA price regulations led to certa 
things. 

Mr. Witu1Am. The OPA and not the present OPS 

Mr. Mirrcnett. That was the major influence in the industry, yo 
said. 

Mr. Witu1am. That is correct. 

Mr. Mireneni. Tell us what happened and what you think was th: 
influence behind it. 

Mr. Winuiam. | think a great many of the independent distille: 
back there around 1943 when the prices came out that we could charg: 
for bulk whiskies, or even case goods, thought there had been un 
due influence used somewhere, the established prices on bulk whiskie 
were so low. Previously there was information peddled around 
that the prices would be at a certain level which would have 
been considerably higher than the prices that finally came out. I 
understand some people went out and bought whisky figuring the) 
could put it in cases and do a nice job on it. When the prices came out 
as low as they were, they were hooked, and hooked badly. I bought 
six or seven hundred barrels of whisky myself in the fall of 1942. 1 
bottled a great deal of it out right quick and got rid of it. 

Mr. Mrrcnenn. You say the prices set for certain types of whisky 
were lower than those expected ? 

Mr. Witu1am. They set a price on 4-year-old whisky, as I remember, 
$1.61. and on 8-year-old whiskies the price was a top of $2 a gallon. 
People owned whisky at the time which cost them $3.50 and $4 a 
gallon. 

Mr. Mircueti. How did that come about? Were there some in 
dustry conferences that had anything to do with it? 

Mr. Witu1am. The whisky brokers sent a delegation to Washing- 
ton and Baltimore. I think we sent a delegation up there two or three 
times endeavoring to find out just where we were on prices and we 
were told that we were under a blanket order or general order—I do 
not remember the number of it—but we were unable to find out what 
the prices were going to be or anything about it, and it took 9 months, 
I think it was, before we got any prices. 

Mr. Mircuett. What was the consequence of that situation with 
respect to whether the small distillers would sell, bottle, and case their 
whisky, or not? 

Mr. Witu1am. Well, I can tell you this, that on a 4-year-old bond 
in bottles, the larger companies had a price of $39 a case in pints. I 
was putting out a 7-year-old bond at the time, and under the OPA 
the highest price I could charge for it was $31.82 a case. I was put- 
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ting out a 7-yet ar-old whisky th: at wouk | cost me a dollar to S2 a case 
more to put up than a 4-ye: ar-old whisky would cost. Still the OPA 
said, “Well, you can re fer to Forester, T: aylor, and the top brands.” 


I said—and I admit—“They probably have $4 a case in them for ad- 
vertising and trading promotion.” I took the $4 a case o ff. I figured 


it ought to be a couple dollars lower than that in spite of it being 7 
year whisky and I put a price on of $34 and I sold it at that until 
t! eV C ame out with the $31.82 price and I was hooked. 

Mr. Mrrene.u. Did that apply to both the large distillers and the 
small? How did it work to the advantage of one or the other? 

Mr. WILLIAM. The larger distillers have their brands well estab- 
lished and they were KhOWD al id the 5 coul | gveta a tty food price for 
it. The fellow with a relatively new brand, a brand that was not 
widely k nowh, he could not get as much seo for his whisky so he 
probably will be selling it under the larger company’s prices to start 
with, but a $34 price certainly ought to be in line with a nationally 
advertised brand at $39. 

Mr. MircHetLt. What did the man do, then, who had the price? 
What was his alternative? 

Mr. Witu1aM. I dis scovered you could ship whisky to W ashington 
direct to the retailer nee pick up a 15 percent margin that would ordi 
narily go to the wholesaler. I picked up a couple of thousand dollars 
by shipping a few cases up here. 

Mr. Mircuern. Did th: aut lead to any significant changes in owner- 
ship of distilleries? That is what I am puzzled about. 

Mr. Wituram. It did. The smaller distiller was unable to sell his 
whisky profitably at the OPA prices, so in a great many cases they 
sold out under « capital gains to the larger distillers and probably got 
a price of $5 to maybe as high as $10 a gallon for our whisky by selling 
out under capital gains. 

A great many of the smaller distillers sold out to the bigger com 
panies. One outfit used a double page spread—I think it was in Midas 
Criterion of Chicago, which was later consolidated with Spirits. They 
stated in there that they were in business to stay. But about 2 or 3 
months later they were offered so much money un der ¢ apital gains that 
they sold out and left everybody high and dry who were using thei 
whisky. 

Mr. MrircnHetu. That is, the difference in selling their business and 
taking the proceeds of the sale under a computation of tax where 25 
percent would be paid on the gain made it attractive to the distiller to 
sell his distillery and his stock of goods out—the capital goods, the 
stock, sell that out—rather than to continue in business and sell his 
whisky and pay ordinary tax rates and, of course, live under the OPA 
prices. Is that it? 

Mr. Witu1am. Some of the men who sold out told me personally 
that they had been struggling along for years and not getting too far 
with it and this was the first chance ‘they had had to make some mone Y5 
and they got more money than they ever hoped to have in their lives. 

Mr. Mire HELL. So they took that? 

Mr. Witiiam. They took it and ran. 

Mr. Mircuect. You think they were glad to sell ? 

Mr. Wri1am. They were glad to sell under the competitive situa- 
tion existing, and the Government has a lien—the Government as you 








178 INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


probably know has first lien on distillers’ property. The Government 
also makes them put up a surety bond for the payment of the tax. 
You cannot borrow a nickel against a distillery from any bank because 
the Government has a first lien on the property. When you build a 
distillery it takes $50,000 to $100,000 to build a little tiny plant. Then 
your troubles start in financing the whisky you make. 

Mr. Mrrcnenn. It takes a lot of money to go into the whisky busi- 
ness, does it ? 

Mr. Witziam. Well, we have a lot of boys down in Kentucky, the 
sons and grandsons and great grandsons of famous distiller names. 

They haven’t any money. A lot of them are moonshining. They 
haven’t the money to put in a distillery. There are a lot of ey 
workers in some of the country plants who live on farms. Well, it is 
too late this year to raise crops to plant them. I was told sane at 
Bardstown, recently, that a lot of those boys would probably be mak- 
ing moonshine this summer. 

Mr. Mrrcnet,. Does the problem of insuring the distillery and in- 
suring the whisky have anything to do with the willingness of the 
small distiller to get out of the business ? 

Mr. Wiuiam. When the ceiling went off whisky in the fall of 1946, 
prices shot up awful fast. Some whiskies old enough to be bottled 
in bond went up to $10, $11.50 a gallon. But the advance in the price 
of whiskies, that meant that everybody who owned whisky had to 
take additional insurance out covering the value of it as of today. 
That created quite a problem in finding sufficient insurance to cover 
your whisky. We had one instance where the James B. Beam Distill- 
ing Co. sold out, and they distributed a great deal of whisky to their 
stockholders in the form of a dividend, or a part of the value of their 
stock. We acquired quite a little chunk of that whisky stored in the 
Beam Distillery. We endeavored to insure it. We could not find 
any insurance company that would take it. They were over the line. 
They had as much as they could take. 

I called Jerry Beam up and said, “Why can’t we get insurance cover- 
age up there?” 

He said, “Well, one of the larger companies had a lot of whisky in 
this plant and they moved it out, but they let the insurance stand.” 
He said, “Ever ybody is having trouble ge tting insurance on the plant 
and there ain’t much whisky in it either.’ 

Mr. Mrrenetx. Did that larger company have any whisky left in 
the plant at the time? 

Mr. Witi1am. I cannot say, I do not think they had very much. 
I think they moved most of it to their own warehouses. 

Mr. Mrreneci. But they had insurance coverage on that warehouse 
that was larger than the amount of whisky they had in it, did they not ? 

Mr. Witxi1am. Positively. 

Mr. Mrrenety. And the existence of that coverage prevented the 
buyers of other whiskies stored in that warehouse from getting insur- 
ance on it? 

Mr. Witt1am. That is correct. I wrote a letter to the vice presi- 
dent of thiscompany. The only problem is that the insurance brokers 
areasham. They ought to cancel that off and get a return premium 
on it. I got a surly letter from them in return. I knew the fellow 
personally and he just indicated that they knew how to run their 
business. 
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Mr. Mircuenti. Would he take over the cover, the insurance cover- 

age ¢ 

~Mr. Wiur1am. He made some wise crack in the letter that he had 
been requested by the people who had taken Beam back from them 
to leave the insurance on, they might need it, but that was not the in 
formation I got from the Beam people. 

Mr. Mircuetn. This was a transfer you had personally with one of 
the Big Four, was it ? 

Mr. Wiuuu1am. I bought whisky from the Beam Co. but it was the 
company W ho took the Beam people over. 

Mr. Mitcueni. Could you identify the name of that man / 

Mr. Wiiu1am. I would rather not. 

Mr. Mircuett. But you know that that happened to you? 

Mr. Wuu1aMm. I do know it. 

Mr. Mrrcnern. And it happened to other individuals who bough 
whisky there / 

Mr. Wituiam. I finally got that whisky covered through persona 
friendship with an agent 1 one of t he Dig companies. 

Mr. Mircney. You say here in your article—you are referring first 
to some of the large companies who own cooperage plat ts and control 
their own stave and head he mills al d h ive vast timber icreages, and 
then you say, “They have chiseled on insurance until the local 
is hardly more than a countersigner, today.” 

Does that have any bearing on this situation that you are talking 
about or isthat a different thi a4 

Mr. Witur1aM. I feel that it does. The insurance on whisky is 
largely written through New York, today, instead of the local agents 
in Kentucky, and some of the larger brokers in New York, they w 
cover whisky in an mbei ol plat ts unde l reporti oe form. 

There is a policy that covers whisky and you report every 30 days 


agent 


your holdings at various locations. If there was no whisky in the 
warehouse at that time, you elt 1] 
percentage of the premium. We carry the 
10 or 12 companies named in the form. This month, we might have 
whisky at the plant and the next month we might not. It is a stand- 
ard practice, and it does not cost the insurer hardly anything to carry 


her pay no prem 1 or a very sma 
7 
i 


that general coverage, but at the same time it prevents the company 
itself from putting specific insurance on when this general coverage 
is outstanding. 

Now, I unclerst il d al umbet ot 1] Surance compa ies today will not 
write a gens ral coverage contract, they will only write specifications, 
because it ties up their writi 

Mr. Mrrceneti. Did you 
Winkle before this committee ? 

Mr. WiiuraM. I did. 

Mr. Mrrcue tt. Is that the same type of situation you are describing 
today ? 

Mr. WiiuraMm. I knew about that situation. 

Mr. Mitcuecyu. You knew about that one ? 

Mr. Wiiu1aM. I did know about it. 

Mr. MITCHELL. Do vou believe he gave ah a irate statel 
the fact ? 
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Mr. Wituiam. It might have been through an error on the part of 
the people named. It might have been just an error on the part of their 
insurance brokers, but the condition did exist from what I understood 
at the time, because it was widely discussed in insurance circles and 
whisky circles both. 

Mr. Mircnet. It is the same kind of situation you are talking 
about, with another of the Big Four at another distillery warehouse 
or whisky warehouse, is that right? 

Mr. Wiiu1aMm. Yes, sir, that is right. 

Mr. Mircnetn. As to these people that you are talking about, if 
those folks had been brought before a grand jury and asked the ques- 
tions that you had asked them in your professional capacity, do you 
think that they would have told the truth or would have told the 
grand jury the same story that they told you, if they were called 
to be witnesses there ? 

Mr. Winuram. Do you mean a distiller? 

Mr. Mirenett. Yes, the wholesaler and these folks, if called in, do 
you think they would tell a similar story ? 

Mr. Wii11AM. I think so. I don’t see why they would not. 

Mr. Mircne.. We will go into this insurance matter later with 
some other witness. Everyone is puzzled about it. 

That is all with this witness. 

Mr. Cuetr. How long has this insurance problem existed? That is, 
from the standpoint of the little fellow being unable to insure his 
bulk stocks? 

Mr. Witi1am. Most of it started in the fall of 1946 when the OPA 
went out and values began to pyramid. 

Mr. Cuetr. That has been the problem ever since? 

Mr. Wixxr1am. It has not been so much the problem in the last few 
months, because whisky values have dropped very sharply, I would 
say $1 or $2 or $3 or $4 a gallon on some of the older whiskies that were 
priced around $10 a gallon the first of January 1951. They are down 
to around $4 or $4.50, today, which has relieved the pressure on in- 
surance companies considerably. 

Mr. Cuerr. Of course, this question I am going to ask you has 
nothing to do whatsoever with this particular inquiry but I would 
like to get your expression on it. Do you feel that it is necessary— 
because after all I do think in my estimation, at least from a personal 
standpoint, it has something to do with the over-all problem—do you 
think that if the bonding period is increased from 8 to 12 years it will 
take a lot of little distillers off the hook and give them a chance to 
breathe ? 

Mr. Wiutu1AM. I think it would be of very material assistance to them 
because unfortunately there is a good deal of whisky made in Ken- 
tucky, or was in 1945 or 1946, which is definitely musty, that can 
hardly be bottled up as straight whisky today and marketed. If the 
distiller had time, that whisky could be treated with activated carbon 
and activation process and it could be used in blends of 5 to 10 percent 
of these off-grade whiskies and gradually be blended out. It would 
disappear under various labels and be forgotten. If you drop just 
5 or 10 percent of slightly off-grade into 90 percent of additional 
material that is reasonably good, you will lose its identity in there and 
nobody would know it was in there. If you are going to get rid of 
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these °45’s and °46’s within the next year or 2 years, it is going to be 
very - difficult for some of the hidestindela distillers to unload that 
tuff as the bonded period is increased. 

I understand one Kentucky distiller who is objecting to the in- 
rease of the bonding period makes the statement that he would 
have to build additional warehouses and carry a larger inventory 
n order to go up to 12 years. Well, I think that is a lot of apple- 
sauce. For one thing, there are only 90 million gallons of straight 
whisky consumed in the country today as an average, and if you do 
ot sell as much 3- and 4-year-old whisky you would sell maybe 

ttle more 8. It would not take any more inventory to cover 
iillion gallons a year in sales. The situation would be the same. 
He would not have to build additional warehousing. I do not think 
inybody wants to go to a 10- or 12-year bond, and I do not see any 

nse in it. It will cost more money to put out and there is not a 
market for it. It is like a consumer driving a Cadillac or a Rolls 
Royce, but they are just a very small percentage out of the over-all 
picture in automobiles. 

Mr. Cne.r. As I understand this picture, at the time that the 
bonded whisky is withdrawn, the distiller has to pay that tax then 
and there to the Federal Government. 

Mr. Witnt1am. He has to lay $10.50 a gallon on the line for the 
remaining gallons in the barrel even if he does not own the whisky. 
If it is stored in his warehouse by a customer, and the customer is 
inable to put up the tax money, the Government only looks to the 
warehouseman for the money. I was talking to a gentleman here 
vesterday. One of his customers or owners has about 250 barrels 
of August °44’s in his warehouse. If the owner does not put up that 
tax money the distiller has to lay the money on the line. At $10.50 
. gallon, that is pretty rough. 

Mr. Cuetr. The problem as I see it is that the independent does 
not have finances available to pay the Government tax so that the 
withdrawals can be made, and therefore is unable to sell his whisky. 
Is that about the size and substance of it? 

Mr. Wiu1am. This $10.50 a gallon tax is a financing problem in 
order merchandising, and of course your force-outs are going to be 
a whole lot worse, probably. If he has an order on the goods it is 
pretty hard to put up $10.50 a gallon and wait 60 to 90 days to get 
your money anyhow. 

Mr. Cuetr. Would this give the little distiller a breathing period 
in which to recoup his losses and catch his breath, so to spe ak? 

Mr. Wiur1am. As I understand a bill that they have up here—I 
believe they call it the Eberharter bill—it would only apply to whisky 
made after the spring of 1952. It would not apply to any produc- 
tion past that. That would enable him to work off any whiskies 
that have been made August 1944, and I think the date was May 1, 
1952, which was proposed in that bill, but I am not positive of the 
dates. That would give him a reasonable breathing spell to adjust 
his inventory and go back to an 8-year period. 

Mr. Cuetr. I think that is all, Mr. Mitchell. 

Thank you very much, Mr. William. 

Mr. Witu1am. Thank you. 

Mr. Cuetr. The next witness, please. 


90 
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Mr. Couurer. Mr. Schroeder. 

Mr. Cueir. Mr. Schroeder, will you stand and be sworn, pleas 

Do you solemnly swear that the statements you are about to make o 
this occasion will be the truth, the whole truth, and nothing but thi 
truth so help you God ? 

Mr. Scuroeper. I do. 


TESTIMONY OF R. E. SCHROEDER, ATTORNEY IN FACT, WASH 
INGTON DISTILLERIES, INC., WASHINGTON, MO. 


Mr. Cotiier. Will you state your full name, please / 

Mr. Scuroeper. Robert E. Schroeder. 

Mr. Cottier. Where do you live, Mr. Schroeder ? 

Mr. SCHROEDER. Washington, Mo. 

Mr. Couurer. Where is that located with reference to here? 

Mr. Scuroeper. It is between 50 and 60 miles west of St. Louis, M« 

Mr. Coturer. What is your occupation, Mr. Schroeder ? 

Mr. Scuroeper. I am a police officer. Is that what you mean? 

Mr. Couturier. A police officer ? 

Mr. Scurorper. That is my position today. 

Mr. Couturier. In Washington, Mo. ? 

Mr. Scurorper. That is right. 

Mr. Coutuier. Is that your only occupation ? 

Mr. Scurorper. I am also the attorney in fact for the Washington 
Distilleries, Inc. 

Mr. Cotnizr. Attorney in fact? 

Mr. Scuroreper. Yes. 

Mr. Coutuier. Are you an attorney ? 

Mr. Scurorper. No, sir 

Mr. Cotuier. You have power of attorney ? 

Mr. Scurroeper. Yes. 

Mr. Keating. For the distillery ? 

Mr. Coxtutrr. The Washington Distilleries. 

Mr. Krarine. What are the duties of the fellow owning the power 
of ittorney ¢ 

Mr. Scurorper. For purposes of documentary work, and things 
of that sort, I sign the important papers and conduct the business, 

Mr. Cotzirer. Who is the vice president of that? 

Mr. Scurorper. Mr. Seller. 

Mr. Couturier. Is Mr. Seller in good health at this time? 

Mr. Scuroreper. No, sir; he is not. 

Mr. Coruier. And you are here representing him because of his 
state of health ? 

Mr. Scuroeper. That is correct. 

Mr. Cotxrer. Will you explain the condition of Mr. Seller’s health? 

Mr. Scurorper. About a year ago in March he suffered a stroke and 
was taken to a hospital. He is a veteran of World War I. He was 
taken to the hospital at St. Louis, Mo. At that time I applied for 
attorney in fact commission and was appointed by the Alcohol Tax 
Unit. Later he was released and he is still vice president of the dis- 
tillery and more or less active in this respect, in that he spends time at 
the ollice now, during the day. 

Mr. Cotutrr. Is he a cripple? 
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Mr. Scuroeper. He is partially paralyzed. 

Mr. CouuieEr. He was unable to come to Washington to testify. 

What is the population of Washington, Mo. ? 

Mr. Scuroreper. Nine thousand. 

Mr. Courier. How large is the police force? 

Mr. Scuroeper. Just five people. 

Mr. Couutrer. You are one of the five ? 

Mr. Scuroeper. Yes. 

Mr. Cotuier. What is the principal industry? 

Mr. Scuroeper. We have a branch of the International Shoe Fac- 
tory located there making men’s shoes and another factory that makes 
ladies’ shoes. That is the principal interest. They have two corncob- 
pipe factories. 

Mr. Cotuirr. Is the distillery a part of the industry of Washing- 
ton, Mo.? 

Mr. Scurorper. Yes, sir. 

Mr. Coruier. Is it producing today? 

Mr. Scuroeper. No, sir. 

Mr. Conuirer. How long has it been since it produced ? 

Mr. ScHroeper. Since the last day of the year 1948. 

Mr. Corurer. It has been shut down since that time? 

Mr. Scuroreper. Yes, sir. 

Mr. Cotzirer. When was that distillery built? When was it put in 
operation ? 

Mr. Scuroeper. It was built and incorporated in 1935. 

Mr. Cotiter. Was Mr. Seller the first president ? 

Mr. Scuroreper. No; Mr. Emil E. Neiburg. 

Mr. Cottier. When died Mr. Seller become president ? 

Mr. Scurorper. In February 1943. 

Mr. Cotiter. Do you hold any stock in the company ¢ 

Mr. Scuroeper. Yes, sir. 

Mr. Cotxuirer. You are a stockholder ? 

Mr. Scuroeper. Yes, sir. 

Mr. Cotziirer. How many other stockholders are there? 

Mr. Scuroeper. There is a total of 30 stockholders, I think. 

Mr. Connirr. Are they primarily residents of Washington, Mo.? 

Mr. Scuroreper. Most of them are. There is a little town 10 miles 
from there, Union, Mo., and I think several stockholders live there, 
but most of them live in Washington or the surrounding territory. 

Mr. Cottier. Are there any other distilleries there ¢ 

Mr. Scurorper. None operating. We own the real estate of the 
Labadie Distillery. It was first the Jefferson Distilling Co. It was 
since dismantled. We own real estate and property. 

Mr. Conuier. The plant was dismantled? 

Mr. Scuroeper. Yes; and sold. 

Mr. Cottier. Who purchased the plant ? 

Mr. Scnrorper. A person by the name of Gus Oberman. He is in 
the salvage business in St. Louis. 

Mr. Cotuier. Who sold it? 

Mr. Scurorper. Mr. Oberman sold it piecemeal by public sale. 

Mr. Couturer. When did it go out ? 

Mr. Scnrorper. It discontinued operations about the same time we 
did in L948. Probably a little before we clid. 
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Mr. Couturer. Your plant is still capable of ope rating ? 

Mr. Scuroreper. That is right. 

Mr. Cotuier. You keep it in condition ? 

Mr. Scurorper. That 1s correct. 

Mr. Couzrer. Will you explain any prior troubles in obtaining « 
operage that your plant has had ? 

Mfr. Scrrrorper. When Mr. Seller was in the hospital in St. Lo 
we were negotiating for a contract with the Sieg fried-Lowenthal ¢ 
We were in the process ot negotiation of a contract at the time M 
Seller went to the hospital. 

Mr. Cotuier. That was in whi it yer ir? 

Mr. Scurorper. That was in 1951. He went to the hospital in Fel 
ruary of that yen iz. Shortly a ‘does he went to the | ospital, we had th 
contract: we had a board meeting and had this contract under con 
sideration. At that time, in order to obtain 9h ie I contacted a Mi 
Heiskel. His address is 343 West Rosehill, St. I ah Mo. He was 
representative at that time, as I understood, of ‘the National Distiller 
Corp.—the cooperage division at Memphis, Tenn. 

We had on previous occasions bought barrels from the Natio 
Distillers. In 1947 we bought barrels from those people, and I con 
tacted Mr. Heiskel. We had a meeting with him, and at that time he 
stated there were no barrels available. 

Mr. Couxiier. This was in 1951? 

Mr. Scuroeper. Yes: sometime about the middle of March 1951. 
The only alternative, he said, in our attempt to purchase barrels, 
would be if we could place him in contact with someone having timber 
for sale he thought we might be able to purchase some barrels, but I 
was not able to do that. 

Mr. Cotuier. Your contract provided ths at you had to furnish the 
cooper: age. 

Mr. Scuroeper. We had to furnish the cooperage. 

Mr. Cotxrer. Will you go into the details of ‘the type of contract 
that you had with the company ? 

Mr. Scurorper. The contract was on a cost-plus deal. I will not 
read the whole contract. May I quote from there [indicating] ? 

Mr. Courier. Go ahead. 

Mr. Scuroeper (reading) : 

The purchase price of the whisky represented by the warehouse receipts sold 
hereunder shall be the cost of all grains computed at the original rate of the 
original tax gallon of whisky plus 35 cents on the original tax gallon to over-all 
overhead and profits. To this should be added the cost of new charred white-oak 
whisky barrels or used charred white-oak whisky barrels. The cost of these 
barrels and the cost of all grains will be prepaid to our railroad terminal at 
Washington, Mo. 

Mr. Couturier. This is your contract for producing whisky ? 

Mr. Scurorper. For Siegfried-Lowenthal. 

Mr. Cotrir. That was for a full year? You were going to pro- 
duce whisky for a full year? 

Mr. Scuroreper. The contract is for the duration of a year; yes, sir. 
They have a stipulation in the contract that in case of governmental 
interference, we would have to discontinue. 

Mr. Coturer. In other words, you had a chance to put your plant 
in operation for a full year, and the reason you could not enter into 
that contract was because you could not get cooperage ? 
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Mr. Scuroeper. That is correct, principally. Of course, there are a 
few little stipul: ations in here that we were to iron out later, but since 
we could not obtain the cooperage we dropped the éffort. 

Mr. Conuier. You made attempts to obtain that cooperage from 
your previous supplier and they could not give it to you 4 
' Mr. Scurorper. That is right. 

Mr. Coturer. You made other attempts to get whisky 

Mr. Scuroeper. Yes, and when Mr. Seller came bac Oh he stated to me 
on several occasions that he called the Lebanon (© ooperage Co. He 


does not know if that is the correct name or not. There are several 
co yperage concerns, as I mee tand, around Lebanon, Mo.; one 18 
called the St. Louis Coopera » Co. Principally we were interested in 


trying to obtain the cooperage ie National. 
Mr, Couurer. Who had previously supplied you with cooperage ¢ 


Mr. SCHROEDER. That is right. He stated at that time he called 
National and he thought he talked to a suse Steidel—I think he is 
manager of the company; that end of it—and Mr. Steidel told him 


that he would call New York and try to make suitable arrangements 
and call back. However, he did not call back. 

Mr. Cottier. All this occurred in 1951? 

Mr. Scurorper. Yes. 

Mr. Couurer. And you have not been in operation since that time 

Mr. Scuroeper. That is correct. 

Mr. Couturier. Had your plant been in operation pretty much con- 
tinuously since the time it was established until 1948 ? 

Mr. Scuroeper. Mostly it was. We had a few holidays there, a 
few months off and on when we were shut down. 

Mr. Cotuier. Those were Government holidays ? 

Mr. Scurorper. Well, some of them, and then we shut down for 
repairs several times. 

Mr. Cotuier. But otherwise you had been in production ? 

Mr. Scuroreper. Pretty much so; yes. 

Mr. Couurer. Why did you close down in 1948 ? 

Mr. Scuroeper. Our contract ran out the last day of the year. 

Mr. Cottier. Whom was that contract with ¢ 

Mr. Scuroeper. That was a contract with Joseph E. Seagram & Sons. 

Mr. Couuier. During 1948 you were producing bulk whisky for 
Seagram / 

Mr. Scuroeper. That is correct—bourbon. 

Mr. Couirer. Was there any attempt made by Seagram during that 
year to terminate that contract? 

Mr. Scuroeper. Well, I understood—now, this we have not been 
able to verify—a person by the name of Max Weinberg, of St. Louis, 
Mo., was the agent for the group who originally held the contract, and 
they were affiliated with the Jefferson Distilling Co. They called 
themselves Woodford Distilling Co. at one time. They sublet part of 
this contract to us, and we worked on a cost- -plus basis. We got 10 
cents above production costs as our profit, and Mr. Weinberg, I think, 
as agent got a nickel. 

Mr. Couturier. But the purpose of your producing this was because 
you could get a grain allocation; is that right ¢ 

Mr. Scuroeper. That is right. 


? 
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Mr. Cottier. And they wanted the whisky you could produce under 
that grain allocation which the -y could not get otherwise 

Mr. Scnrorper. That is true, and we were told by Mr. Max Weinberg 
over the telephone—Mr. Seller informed me of that during July or 
August that yvear—— 

Mr. Corurer. 1948 ? 

Mr. Scurorper. 1948—we received that call from Mr. Weinberg 
and he asked Mr. Seller if we would be agreeable to a termination of 
that contract for a consideration. However, Mr. Seller does not re- 
call what the amount of the consideration was or whether it was men- 
tioned, but he said that Mr. Max Weinberg 

Mr. Cotuier. But did he offer you a consideration to terminate that 
contract ¢ 

Mr. Scuroeper. Mr. Max Weinberg, representing his major con- 
tract with the Seagram Co. 

Mr. Contrer. Did the request for termination coincide with the lift- 
ing of restrictions of erain allocations? 

Mr. Scuroeper. I did not check that but I presume it did. 

Mr. Cottizr. What was your answer? 

Mr. Scurorper. I said we had to find an operation, we had our men 
hired and we would just continue for the balance of the year. 

Mr. Coniier. You had people that you wanted to keep employed 
dw Ing that le neth of time and you W anted to con tinue oper: itions? 

Mr. Scurorper. That is right, they were all local folks. 

Mr. Courier. a you did coutinas operating through the re- 
mainder of that year? 

Mr. Scuroepver. That is correct 

Mr. Corurer. And the following year you ceased operations? 

Mr. Scuroreper. That is correct. 

Mr. Cottier. And except for this contract that you attempted to 
put into effect in 1951 you have not been in operation since that time ? 

Mr. Scuroeper.. No, we have not. 

Mr. Couturier. That is all. 

Mr. Cre Fr’. How man Vy “4 did you em ploy, Mr. Schroeder ? 

Mr. Scrrorper. A total of It is a very small plant, 1,000 tax 
calle . 1 day, 100 proof. 





Mr. CHELF. You sp ke awhile ago of your g1 iin allocation. Of 
ourse, that came back during the war months when the Department 
of Agriculture made a grain allocation, as I understand it, to each 
distillery throughout the country. As I remember, wasn’t that about 
500 minim m bushels? 

Mr. Scirorper. To each distiller? I understood the allocation 
:mounted to 6,000 bus! > oor month to each distiller, and the reason 
[ think that figure is correct is because we were unable to mash that 
many bushels a day. Our grain mill called for approximately 200 
bushels of major grain. The Jefferson Distilling Co.—we operated, 
of course, a full month, but they were under the same allocation and 
ey had to discontinue several days each month to keep from running 
rthe 60.VU0U) maximum. 

Mr. Cuetr. What was that you stated awhile ago, that someone 
had made an effort to get from you your grain allocation? What 
was that ¢ 

Mr. Scuroreper. No. Mr. Max Weinber; a, I stated, held the orig- 
inal contract. He negotiated for the contract with Seagram;: that 
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was our understanding, and he sublet part of this. At that time 
they owned the Jefferson Distilling Co. That is at Labadie, Mo., 
16 miles from Washington. When they obtained the original contract 
he sublet part of that to us. Of course, he charged us a commission 
of 5 cents a gallon for his efforts. We were supposed to realize a 
profit of 10 cents per gallon. To explain that, at that time Mr. 
Weinberg, I understood, called us during the month of July or 
August and stated that Seagram had contacted him with the propo 
sition to discontinue this contrae Us but we did not Lo into their con 
versation in detail and in fact we did not investigate it at all. We 
were not interested and we simply finished the year out for Seagrai 

Mr. Cueir. And you have not had a contract since. 

Mr. Scuroeper. No. 

Mr. Cureitr. What was the last date you actually operated as a 
distillery / 

Mr. Scuroeper. I think it was the last day in the year in December, 
1948. Thecontract ran for a full year. 

Mr. Cuetr. Do you have any questions, Mr. Keating? 

Mr. Keating. Is Mr. Weinberg an emp — or oflicer or connected 
with Seagram, or was he an independent broker? 

Mr. Scuroeper. They owned the Security Warehouse Co. at St. 
Louis, Mo. 

Mr. Keatinc. Whom do you mean by “they” ? 

Mr. Scurorver. Sol Weinberg, Max Weinberg, Sol Levine, and 
probably half a dozen others. 

Mr. Keatinc. Are they what you would call brokers ? 

Mr. Scurorper. They were brokers, they were importers, they were 
rectifiers and ran a rectifying plant in St. Louis. 

Mr. Kearinc. They approached you as representative of Seagram, 
did they ? 

Mr. Scuroeper. They obtained the contract from Seagram and they 
sublet this part of it to us. 

Mr. Keating. That is all. 

Mr. Cueir. Thank you very much, Mr. Schroeder. 

Mr. Mircueti. Mr. Medley. 

Mr. Cuetr. Mr. Wathen Medley of the famous Medley Distilling 
Co., at Owensboro, Ky. 

Mr. Medley, do you solemnly swear that the statements you are about 
to make will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Meptey. I do. 


TESTIMONY OF WATHEN MEDLEY, PRESIDENT, MEDLEY 
DISTILLING CO., OWENSBORO, KY. 


Mr. Mircueti. Your name is Wathen Medley ? 

Mr. Meptey. Yes, sir. 

Mr. Mircue ti. What is your address ? 

Mr. Meptey. Owensboro. 

Mr. Mircue.n. Your occupation ? 

Mr. Meptey. I am president of Medley Distilling Co. 

Mr. MrrcHe.u. Is that company’s distillery located at Owensboro? 
Mr. Meptey. Yes, sir. 
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Mr. Mrrcuen.. How long has it been there? 

Mr. Mepiey. That company has been there since 1940. We were in 
the whisky business prior to that as the Daviess County Distilling Co. 
and sold out to Fleischmann in 1940 and started up the Medley Dis- 
tilling Co. in 1940, 

Mr. Mrrenewy. Isn’t your first name also a distiller’s name? 

Mr. Meptey. Yes, sir; my mother was a Wathen and they were in 
the whisky business. 

Mr. Mrrenent. And the Medleys also. 

Mr. Mepiey. Yes, sir. 

Mr. Mrrenecn. Have they been in the whisky business a good while 
in Kentucky ?¢ 

Mr. Mepirey. Well, my grandfather Medley started out in the 
whisky business orginally with the old M: ittingly & Moore Distillery. 

Mr. Mrrcneit. Where was that? 

Mr. Meptey. That was in Nelson County, I suppose. They move 
around so fast nowadays I do not know where they are any more. 

Mr. Mrrenett. When one of those counties votes dry you have to 
move the distillery ¢ 

Mr. Mepiey. I did not mean that; they sold out and changed hands 
and changed names. 

Mr. Kerarine. Are there dry counties in Kentucky ? 

Mr. Mepiry. Yes, sir. 

Mr. Cuetr. About 97. 

Mr. Mircuett. How many Kentucky counties are wet and how 
many dry-? 

Mr. Meptry. There are 120 counties in Kentucky and there are 
% or 97 of them dry. 

Mr. Keating. Can you manufacture intoxicating beverages in a dry 
county ¢ 

Mr. Mepiey. I suppose so. I do not know. 

Mr. Krartina. In the dry laws do they prohibit not only the sale 

Mr. Cue r. It isa local option. Under State law it is governed by 
the local county unit. There can be no sales in the county but they 
can mantfacture. 

Mr. Kravine. Are there all kinds of dry, like “partially dry” and 
“medium dry” ¢ 

Mr. CHELF. ae are as dry as a covered bridge. 

Mr. Kratine. I do not understand. 

Mr. One ur. In Kentucky in the old days we had bridges built out 
of wood, 2nd in order to preserve that bridge we had a box built over 
it, like a house to preserve it from the rain, and, as we say, “It is as 
dry as a covered bridge.” 

Mr. Mepiry. There are probably as many wet counties in Kentucky 
as there ever were. I do not know the record but there would not 
be much difference. 

Mr. Mircuttn. In connection with your operation of the distillery, 
we lave asked you some questions and you were good enough to reply 
to them and come up here. Will you tell the committee what your 
experience has been with respect to getting insurance on your ware- 
houses and stocks of whisky? 

Mr. Mepiey. Well, actually we never experienced any difficulty 
other than what we thought was natural, because at the time the 
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whisky got irreplaceable values increased and a lot of people insured 

whisky at their profit, I suppose, in cases. We were told, however, 
that there were conditions in the State where it could be that some- 
body would blanket your house at that time to keep you from getting 
nsurance, but it never happened to us. We immediately took what- 
ever steps we thought might be necessary to stop it and it never came 
ip. We had no experience with it. 

Mr. Mircuert. Were you warne 1 to do that quic kly ¢ 

Mr. Meptey. We were told that it could happen to us, but we did 
not understand enough about it, and still do not, to know what was 
going on or what could happen. We just went ahead and did what 
they told us to. 

Mr. Mrrcnei. Your insurance broker? 

Mr. Mepiey. Yes, sir. 

Mr. Mrrenextt. And you acted on the warning? 

Mr. Mepiey. We had no knowledge of anything ever happening 
like that. I do not know. 

Mr. Mitrcnei.. With respect to obtaining barrels during the 1940's 
what was your experience / 

Mr. Meptey. I would attribute our shortage of barrels more or 
less to the ceiling price on barrels. 

Mr. Mrreneut. Did you have a shortage ? 

Mr. Meptey. Yes, sir; we had times when we were short of barrels. 

Mr. Mrrene.yt. And you tried to get them and could not ¢ 

Mr. Meptey. Yes, sir. 

Mr. Mircueti. Were there any deals offered to you during that 
period that were tied in in any way for any other consideration ? 

Mr. Meptey. Yes, sir. 

Mr. Mrrcnetit. What were they tied in with? 

Mr. Mepiry. We had a number of deals offered to us where we could 
get barrels if we would give half of the whisky that we made and 
put in the barrels to somebody else. 

Mr. Mrrcnetn. If you took that, then you would not need the 
barrels, would you? 

Mr. Meptey. We would get half of it. 

Mr. MircuHe.L. Were there any tie-ins with grain? 

Mr. Meptey. No, sir. 

Mr. Mircnett. Were these tie-ins with respect to the barrels in 
any way identified with the so-called Big Four ¢ 

Mr. Meptey. No; I cannot say they were. Our propositions came 
from wholesalers and even retailers. I do not know where the barrels 
were to come from when we could not buy them, but they had them. 

Mr. Mircnett. Were any of those people who made those offers 
carrying the big name brands? 

Mr. Mepiey. Well, I do not know what you would call big. 

Mr. Mrrcnetn. Seagram, National, Schenley, Hiram Walker? 

Mr. Mepiey. I do not know what brands. They were not cus- 
tomers and I do not know what brands they had. 

Mr. Mitcuett. They came to you with an offer of barrels which 
connected up ? 

Mr. Mepiey. They would give us 1,000 barrels if we would in turn 
sell them 500. 

Mr. Mircenety. Full of whisky? 

Mr. Meptey. Yes, sir. 
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Mr. Mircnert. Have you had any particular experiences with 
distributors of your product which would clearly indicate interferenc: 
by any of the major distilleries with the orderly marketing of yo 
products resulting rimarily from pressure placed on your distributor 
by such major distilleries? Will you please tell the committee youl 
experience in that matter ? 

Mr. Mi DLEY. We more or less considered that as one of the hazard 
of doing business. As far as we are concerned there has always bee 
a practice that if a fellow was in a wholesale house and doing a 
awfully good job, and especially after 1942 and along in there whe 
spirit blends were on the rise, that they were naturally jealous of 
an oe you know, coming into position, and we thought nothu co 


of it: but we have had numerous cases where it has had to be clear 
al d sometimes it was not cleared. 

Mr. Mircuetn. That is where a wholesaler carrying a big nami 
brand would have to clear with the distiller of that brand before the 
could take yours on? 


Mr. Mreptey. Yes, sir. I can say here, I do not think that would 
only have to apply to what you called the Big Four a while ago. JI 
think that some of the semibig di illers also were jealous of anybod: 


else com ng into thei houses. 

Mr. Mireue xy. The practice is something that you have met as yo 
go along? 

Mr. Mepury. It is a general practice and I think it has been fo1 
some time. 

Mr. Mir HELL. Did you ever have an instan e arise with a jobber oO! 
wholesaler who would tell you that if your Medley products wer 
tuken on by them at al became a ood selling item he Sa have to 
get rid of it 4 

Mr. Mep.ey. Yes, sir. 

Mr. Mircueti. You have had that happen to you? 

Mr. Meptery. Yes, sir. 

Mr. Mircueny.. That is all, Mr. Chairman. 

Mr. Cuetr. Mr. Keating, have you any questions? 

Mr. Keattne. No questions. 

Mr. Cuetr. Mr. Hillings? 

Mr. Hiciuias. I have ho questions. 

Mr. Cuetr. Thank you very much. 

Mr. Coturer. Mr. Grosscurth. 

Mr. Cue.r. Mr. Charles A. Grosscurth. 

Mr. Grosscurth, do you solemnly swear the statements you are about 
{o make on this occasion will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Grosscurtn. I do. 





TESTIMONY OF CHARLES A. GROSSCURTH, PRESIDENT, 
GROSSCURTH DISTILLERY CO., LOUISVILLE, KY. 


Mr. Coutrer. Will you state your full name for the committee, 
please. 

Mr. GrosscurrH. Charles A. Grosscurth. 

Mr. Cotnier. What is your position ¢ 

Mr. Grosscurru. I am president of Grosscurth Distillery, Inc., at 
Anchorage, Ky. 
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Mr. Cottrer. How long have you been in the distillery business? 

Mr. GrosscurtH. Since 1940. I became president of the Meadow 
Lawn Distilling Co. in Meadow Lawn, Ky., in 1940, under lease ar- 
rangement, and our lease expired in the early part of 1945, and 
1944 we acquired the plant and transferred over to that. 

Mr. Couturier. What was that? 

Mr. Grosscurtu. That was the Old Joe Distillery at Lawrenceburg, 
Ky., which we renamed the Old Prentice Distillery and operated under 


that name until 1946, and in 1946 we dlispo ed of our interests, and 


acquired the present premises in 1948 which we are in at the present 
time. 
Mr. Couturier. What were your reasons for disposing of your interest 


in the Old Prentice Distilling Co. ? 
Mr. GrosscurtH. Well, we had numerous difficulties and they are 


rather involved. We started in 1944 and, of course, we had the oppor 
tunity to make whisky in 1945 and in 1946. dae had been getting 
cooperage in good amounts, mall ly from the Motor Wheel ¢ Orp. rt 


Memphis. 
Mr. Cotiier. That was a cooperage company ¢ 


Mr. Gross« URTH. That is right, and from the Chickasaw Cooperag 
Co. in Memphis, ind the St. Lou = ¢ ooperag 1 30h eee Louis, Mo.. anc 
maybe one or two others whose names I cannot recall at the moment 
We thought we were going to be in a position to make whisky 
regular amounts on a prewar basis and we negotiated a number of 


contrac ts with wholesalers and some retailers for the delivery of bulk 
whisky and some case whisky. 

Mr. CoLLiER. You committe «| Vourst lf then to the delivery of bulk 
and case goods / 

Mr. GrRosscurTH. We committed ourselves to the output of possibly 
30 percent of our production to the Schenley Co. in 1945 because we 
oa ipated we would hot acquire enot ugh cooperage sup plie 5 to equi il 

100 percent of our output, but the 70 percent we thought we could 
negotiate. We had assurances canecinlia from the Motor Wheel Corp. 
that they would furnish us cooperage. 

Mr. Cotuirr. Was Motor Wheel your major supplier? 

Mr. Grosscurtu. Definitely. We bought all our cooperage from 
them from 1940 on, and bought none from anybody else. 

Mr. . OLLIER. You de} vended upon them for your coope rage ¢ 

Mr. GrosscurtH. P on ipally ; yes. 

Mr. Cotuter. This was in what year? 

Mr. GrosscurtH. It was 1945, really. The plants got into opera 
tion in 1945. We made a little in 1944. We acquired barrels as fat 
back as 1943, stockpiling them for eventual use, but our stockpile was 
not equal to the amounts we were making. 

Mr. Coutuier. You had to continue to attain cooperage ? 

Mr. GrosscurrH, You cannot stockpile very many barrels because 
of space. 

Mr. Cotxrer. What happened then? 

Mr. GrosscurtH. We went along fairly well. We had not been 
required to resort to the output of used cooperage, although I under- 
stood some other folks had: but we were able to get enough new 
cooperage until about the early part of 1946. We lost the supply from 
Chickasaw. 
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Mr. Cotiirer. Do you mean they just cut you off? 

Mr. Grosscurru. We were only getting token shipments and they 
were not a standard-type barrel; it was what you call a utility barrel, 
which qualified for bourbon whisky but was not a first-grade barrel. 
We experimented with it and we were not too happy with it and it 
was more or less mutual that we discontinue the supply. 

Then we lost the St. Louis Cooperage connection; we got no more 
from them. 

Mr. Couurer. They just cut you off, too, and you did not get any 
more from them ¢ 

Mr. Grosscurtu. Oh, I do not know, it was only a token matter 
and we discussed it wih them from time to time and occasionally 
they let us have it and they were making it more difficult for us to 
acquire a shipment, but we were getting regular shipments from the 
Motor Wheel Corp. and we thought we were assured at least of some 
considerable amount of barrels. We had placed quite a large quan- 
tity of orders with them, and it was all under the priority arrange- 
ment of the War Production Board at that time. 

Mr. Cotuier. You had contracts with them ? 

Mr. Grosscurtu. They were contracts; yes. They accepted them 
and obligated themselves. 

Mr. Coturer. They were to supply you with cooperage ? 

Mr. Grosscurru. Oh, yes, the contracts were valid because we had to 
issue a purchase order and certify that we qualified under the priority 
requirements. Then they would acknowledge that and accept it. 

Oh, I do not know, sometime in the early part of 1946 we were 
notified by some other—we were dealing with a Mr. Williams and 
then we got a letter from some other gentleman, a Mr. Kenyon, who 
was with the National Distillers Corp. and who was appointed to take 
charge of the cooperage division, that they would have to suspend 
shipments to us and we could not get any more barrels. 

Mr. Cotirer. Do you mean that National had bought Motor Wheel ? 

Mr. Grosscurtn. Prior to that they had purch: 1sed— 

Mr. Coturer. And Mr. Kenyon came in as the National representa- 
tive to take over the Motor Wheel plant ? 

Mr. GrosscurtHu. That is correct. 

Mr. Conirer. He then notified you that they would suspend all 
shipments? 

Mr. Grosscurrn. Well, he did not say they would not ship them. 
He just said they would be unable temporarily to furnish us barrels. 

Mr. Cotnier. Did you protest that you had a valid contract ? 

Mr. Grosscurtu. Yes, we called them and wrote to them and asked 
for an explanation. They said we would get the barrels, just to be 
patient. We were pat ient but—— 

Mr. Cotter. You did not get any barrels? 

Mr. Grosscurru. Well, no, we did not get any barrels. We could 
not put whisky in good intentions, so we were running short of our 
cooperage requirements and—getting back to your original question— 
that was a factor in our thinking. I will not say it was the complete 
factor or the only factor, but it was a cause that motivated our think- 
ing to dispose of our stock interests in the company in July of that 
vear. 
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Mr. Couturier. You then decided that in view of the fact that you 
ould not get the cooperage that you would dispose of your interests 
| the plant? 
Mr. GrosscurtH. Well, I would not say that was the only reason, 
uit it had a bearing on the matter, yes. I was the minority stockholder 
but the other stockholders felt the same way about it. We were having 
lifficulties in other respects with grain, and further than that we had 
financial troubles to an extent that we really did not have adequate 
capital to carry through short operating per iods or to stand idle-plant 
expense and carry us along. At least we feared we would not. 

Mr. Cotxrer. Your lack of supplies of cooperage forced you into 
other problems ? 

Mr. Grosscurtru. Well, yes; we had stand-by employees that we had 
to carry, and we had ; . high out-of-plant expense that we had to 
sustain. 

Mr. Cotirer. How many employees did you have at that plant ? 

Mr. Grosscurtu. I think we had about 75. 

Mr. Contiier. What was the capacity of the plant? 

Mr. GrosscurtH. We made about 200 barrels a day full capacity. 
Of course, we were allocated grain under the Department of Agricul- 
ture requirements. 

Mr. Cotiier. You say you disposed of your interests in it. What 
did you do? Did you sell it to someone else or close the plant down? 

Mr. Grosscurtu. We disposed of our plant to two subsidiaries of 
the Seagram Corp. 

Mr. Couturier. You sold out to Seagram ? 

Mr. GrosscurtH. That is right. 

Mr. Coturer. Did they continue to operate the plant? 

Mr. Grosscurtu. They still own it today. 

Mr. Couirer. They own it today and it is still in operation by 
Seagram ¢ 

Mr. GrosscurtH. That is right. 

Mr. Coxxrer. Is it an operating distillery today ? 

Mr. GrosscurtH. Oh, yes; they are mashing right now. 

Mr. Conner. Is there anything else relating to the Old Prentice 
that you think the committee should know about ? 

Mr. Grosscurtu. I do not know. Not particularly. We were a 
little surprised at the attitude of National Distillers in that instance 
because we had always enjoyed pleasant relations with them, we 
thought, and we thought they would at least furnish a nominal amount 
of barrels to tide us over a rough spot. 

Mr. Coiuiter. You felt they should stand by those contracts? 

Mr. Grosscurtn. We would have played ball with them. Shortly 
after that, they wanted us to go into this deal to take half the barrels, 
or rather to take the barrels and turn back to them half of it in filled 
storage. 

Mr. Cuetr. Was that during the grain allocation? 

Mr. GrosscurtH. Yes. 

Mr. Cuetr. That the deal was offered ? 

Mr. Grosscurtu. Yes. 

Mr. Cuetr. In other words, you would take a portion of your grain 
allocation, or all of it for that matter, and they would ‘allow you 
1,000 barrels. After you had mashed all you could as a small dis- 
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tiller, they would ask for 500 of the barrels back filled: is that correct 

Mr. Grosscurtru. That was it, but we had obligated ourselves o 
other contracts and we could not do that. We had obligated oursely 
for proportions of our output. 

Mr. Cuenr. Due to that, you could not get the barrels. Were | 
able to fulfill your commitments, then, without this offer of | 
barrels / 

Mr. Grosscurru. We got to the point where we would not have be 
able to, so we had to fish or cut bait, either one. 

Mr. Kearinc. So cutting bait was to sell out to Seagram ? 

Mr. Grosscurtrnu. Either that or + it up in used cooper: ive, and 
cl d not wish to do th it for several reasons. There never was al 
market for that kind of whisky from Kentucky in the first pla 
and there still not today. 

Mr. Kearinc. I am getting confused on this whisky problem. I 
what kind of whisky i 

Mr. Grosscurru. In used cooperage. If you were to put that o1 
in a bottle you had to label it in such a way that the consumer did ni 
buy t read ly and he still does not today because you could 
it straight, you could not call it bourbon. There is a little of it. 

Secondly, there was a statute in effect in Kentucky that you cor 
not label whisky and identify it as Kentucky whisky au ess it h 
been stored at least 1 year in new — rage. You could, however. pul 
up corn whisky and bottle it and label i mp CORR WeDaesy anid ieemtie) 
as Kentucky whisky, but hide aan than corn whisky or bourb 
whisky you could not identify it, so, strictly speaking; you were il 
violation of the Kentucky aleoholic bever: age statute. I do not think 
that has been too « losely enforced but it is in effect te day. 

Mr. Cureur. Was that a common practice during the grain shortag 
and the oralin allocation, for the _ distillers to give over a portior 
of then ora n allocation to the la oO er distillers to in turn receive bar 
rels, thus enabling them to get boned ls during the shortage ? 

Mr. Grosscurru. Well, it applied in our case and I heard it applied 
with some of the other majors who made the same proposition to pe 
ple who were short of cooperage. 

Mr. Cueur. Either deal on that basis or get no barrels, is that it 7 

Mr. Grosscurtn. They would get no barrels unless they had been 
prior customers. 

Mr. Cueir. You were buying from Motor Wheel for quite some time 
before its acquisition by National ? 

Mr. Grosscurtn. That is right. I do not know how many thousand 
barrels we had purchased from them. When we started up in 1948 
we did not buy from National. 

Mr. Cueir. But I understand you had been an old customer. 

Mr. GrosscurtH. That is right. 

Mr. Curir. Go ahead. Iam sorry. 

Mr. Corrier. Had you had any trouble with wholesale jobbers in 
your experience in the distillery business, either with Old Prentice or 
with the Prentice Distillery in the marketing of your case goods? 
Do vou have any knowledge relating to that subject / ¢ 

Mr. Grosscurrnu. No, we had no difficulty back in 1945. 

Mr. Couiier. How about the present day? In the last few years ? 

Mr. Grosscurtu. Of course, we st: vyed out of the business for a 
while, but we do not have any whisky that is of bottling age at the 
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resent time so we do not have a problem of that kind right now. We 
inticipate it. It ought to come up later. 

Mr. Cotter. Have you heard from people in the industry of the 
problem of marketing case goods with distributors 

Mr. GrosscurTH. Gossip, of course, from the gr: rape vine. We hear 
different people complain that they cannot get into different houses. 
It is more or less common knowledge you cannot get in some houses 
because of the fact that they handle some of the majors, but others of 
the majors I do not think have been too restri ‘tive in that field. I do 
not know. 

Mr. Cotuter. You have not personally had any problems? 

Mr. GrosscurtH. No. 

Mr. Coututer. You do not have much ease goods now 2 

Mr. Grosscurtnu. Not at the present time. 

Mr. Cotirer. So you would not have any problem ? 

Mr. Grosscurtu. No. 

Mr. Cotirer. That is all. 

Mr. Cuetr. Are there any further questions, gentlemen? 

Thank you very much. 

Mr. Mrre HELL. I would like to ask Mr. Schroeder a question, Mr. 
Chairman: Is it a fact that when you had this con tract for selling 
vemneianiinn iste agram, that Seagram furnished the barrels? 

Mr. Scuroeper. No. 

Mr. Mrrenevn. That broker sent the whisky to Seagram; is that 
right ? 

Mr. Scuroeper. That is right, and he furnished the barrels somehow. 

Mr. Mrrcewety. You had no direct contact with Seagram in that 
matter ¢ 

Mr. Scuroeper. No, sir 


Mr. Cuetr. Mr. Fred Lind, please, resident counsel for Seagram. 
I will call Mr. Lind, please, counst | for Seagran 

Mr. Lind, do you solemnly swear that the statements you will make 
before this committee will be the truth, the whole truth and nothi o 


ut the truth, so help vou God 


Mr. Linn. I do, sir. 


TIMONY OF FREDERICK J. LIND, RESIDENT COUNSEL, JOSEPH 
E. SEAGRAM & SONS, INC., NEW YORK, N. Y. 


Mr. Mrrcwett. Your name and address, please, for the record ? 

Mr. Lino. Frederick J. Lind. 

Mr. Mircuetyi. Your address ? 

Mr. Linn. I live in Sylvan Lane, Old Greenwich, Conn. 

Mr. Mitcueni,. Your business address ? 

Mr. Lirxp. 405 Lexington Avenue, New York City. 

Mr. Mrrcuenxi. You are resident counsel for Seagram and its sub- 
sidiaries, sir? 

Mr. Lanp. That is right, s 

Mr. Mitcuety. First let me ask you, you have a contract between 
your company and distributors of liquor ¢ 

Mr. Lixp. Our sales companies do. Seagram Distillers Corp. has 
such acontract. So does Calvert Distillers Corp. 

Mr. Mrrcneuui. In the main, are those contracts similar to each 
other ? 
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Mr. Linp. Quite similar. 

Mr. Mirenen.. What is their —— with respect to carryin 
any product other than that made by Seagram’s subsidiary 4 

Mr. Linn. I would like to object to your question, but I know wha 
you are driving at. Our contract prov ides that the distributor lists 
lines and items that he is carrying on the day of the execution « 
the contract. It further provides that the dis tributor agrees that 
will not take on additional lines without giving us 90 days’ notice 
writing. 

Mr. Mrrenevs. And your indicated objection to my question w 
that that would prohibit a man from taking it and that is not t 
case, is that it? Is that the point ? 

Mr. Linp. That is correct. 

Mr. Mrrenens. There is nothing in the contract terms that woul 
prohibit one of your distributors from taking on any brand they wis 
to take on? 

Mr. Linn. Nothing whatsoever. 

Mr. Mrreneis. Is that the point in the question you want to mak 
clear? 

Mr. Linn. That is correct. 

Mr. Mircnetn. Now, going back—and I am glad you helped me- 
the provision in the contract is, though, that no such product may b 
taken on by a distributor without notice ? 

Mr. Linp. The contract provides that the distributor will not tak 
on additional lines without giving Seagram 90 days’ notice in writing 
of his intention to do so. 

Mr. Mircuets. What about provisions in the contract for termi 
nation of it? 

Mr, Linp. There are no provisions for terminations except there is 
a termination date. Every contract is for at least 1 year. There are 
some contracts for 2 years, but that is not very common. All the 
contracts start on the first day of August and expire on the 3l1st of 
July of the following year with, as I say, a few exceptions where 
there are 2-year contracts. 

Mr. Mrrcenets. When was that type of 1-year contract adopted ? 

Mr. Linp. That was instituted in 1950. 

Mr. Mireneti. And prior to that time, was there any period of time 
covered by your form of contract 4 

Mr. Linp. Prior to that time, we had no formal contract. It was 
the normal arrangement between distiller and distributor whereby 
we sold them, probably as long as we felt like it, and he bought it and 
distributed it as long as he felt like it. 

Mr. Mrrcnety. And either one could quit at any time? 

Mr. Linp. As I understand the law, either one could quit when he 
felt like it. 

Mr. Mrrcne.t. And there was no written agreement as to that. 

Mr. Linp. There was not. 

Mr. Mrrcnett. Now you are aware of a speech made by the president 
of Joseph Seagram Co., Mr. Lind ? 

Mr. Linp. May I correct you? He is the president of Seagram 
Distilleries Corp. and not president of Joseph Seagram. 

Mr. Mitcuey. He is president of what? 

Mr. Linp. Seagram Distilleries Corp. 
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Mr. Mircueiy. That is a selling company ? 

Mr. Linn. That isa selling subsidiary, yes. 

Mr. MircHety. Are you i amiliar with the speech he made concern- 
ing your company’s policy 

Mr. LInp. ] have had hewspaper otices about it referred to my 
attention. 

Mr. Mircuetyt. You are counsel for that company ? 

Mr. Lino. Yes sir. 


Mr. Mir HELL. Did he talk to you about that spee ch before he made 


it ¢ 

Mr. Linn. No, sir. 

Mr. Mrrenent. Is he the man who sets the policy of the company? 

Mr. Linn. He sets the sales policy of Seagram Distilleries Corp., yes. 

Mr. Mircneni. And the question of whether or not a man takes on 
an additional line is also a matter of sales policy, is it not ¢ 

Mr. Linn. It isa matter of law. 

Mr. Mircue ty. It is also a matter of sales policy, is it not ? 

Mr. Linp. Yes. 

Mr. Mircue yt. Being both, he did not take this up with you ? 

Mr. Linp. Let me call this to your attention, Mr. Mitchell, that he 
made that speech that is referred to in that press release at a luncheon. 
He was there as an executive of Seagram Distilleries Corp., but it was 
in connection with the appointment of a new advertising agency for 
Gallagher & Burton division of Seagram, over which he has super- 
vision but which he does not directly run. He was there, as I say, 
as a guest. He had no prepared speech, he did not expect to make a 
speech and he was just called on at lunch to say something and he did. 

Mr. Mircnety. He will be here, Mr. Chairman, to explain any 
differences that there may be between what he says he said and the 
reports. He will be here this afternoon. 

Mr. Linp. That is correct. 

Mr. Mircue tt. I take it from what you say it was not cleared with 
anybody, then ? 

Mr. Linn. No, it was not. 

Mr. Mircueui. It was an off-the-cuff speech ? 

Mr. Lino. That is correct. 

Mr. MircHe.y. Can you tell the committee of any litigation in which 
your company has been a defendant where it has been charged with 
violations of the Sherman Antitrust Act ? 

Mr. Linn. Well, we have a rather well-known case known as the 
Kiefer-Stewart case. 

Mr. Mrrcuey. Tell the committee about that. 

Mr. Linp. When the OPA regulations were lifted in, I think it 
was in 1948, the President of the United States in a message asked 
industry as a whole to hold the line on prices despite the fact that the 
OPA was going off. We followed that policy and as a matter of fact 
went to the extent of advertising in the newspaper, hoping that our 
distributors and that retailers would retain the same prices and not 
increase them. The Indiana wholesalers, despite the President’s re- 
quest, got together at a meeting and agreed that they were going to 
raise prices. 

Mr. Mircueti. Were there a good many of them? 
Mr. Lanp. Just all of the Indiana wholesalers. 
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Mr. Mrreneny. I do not know how many there were. 

Mr. Linp. I do not know how many were there but all of them were 
here. That incidentally, in my oo. was an illegal conspiracy. 
Asa result of that we said to them, to the wholesalers of Seagram, “If 
you propose to conspire and to set our prices, you can do without 
Seagram merchandise,” and we sold nobody in the State of Indiana 
for 3 months. At the end of that time, the wholesalers—well, speak- 
ing in general terms, they agreed they would sell at the old, established 
prices. They came to us and asked to be reinstated as wholesalers. 
We reinstated them as wholesalers with the exception of Kiefer- 
Stewart. We had had some trouble with Kiefer-Stewart before and 
decided we just were not going to go on with them any longer. 

At the same time, another subsidiary, Calvert, had never sold 
Kiefer-Stewart but had apparently m: ade u P its mind to sell them at 

about the same time the price trouble arose. Calvert did not sell them 
during the price difficulty and they did not ee them on as a jobber 
after seagram reinstated its jobbers. Kiefer Stewart thereupon 
rought a suit against us naming both Seagram and Calvert. They 
had several charges but the only one that they were ever able to make 
stick, as far as the jury was concerned, I am sorry to say, was the 
conspiracy between Seagram and Calvert to cut them off. 

Mr. Mireneny. Was it claimed that that conspiracy was a viola- 
tion of the antitrust laws of the United States? 

Mr. Linp. That was so alleged. 

Mr. Mirenens. Did the jury and the court enter a judgment in 
favor of that claim? 

Mr. Linp. The jury found against us in the District court in In- 
dianapolis. They assessed damages for whic h, by the way, there was 
no foundation whatever, and we lost that case. We appealed it to the 
cirenit court of appeals in Chicago where it was unanimously re- 


versed. It was then appealed by Kiefer-Stewart to the Supreme Court 
of the United States where the circuit court was reversed and the lower 
rt decision reinstated. 
Mr. Mircnenn. So that you had to pay? 
Mr. Linp. So we had a judgment against us. 


Mir. Mrrenecs. How much was it? 
Mr. Linp. It was $325,000 times 3 under the triple-damages statute 
plu s $50,000 in counsel fees. It was exa tly $1,025,000, 

Mr. Mrrernec.. Plus $50,000? 

Mr. “pan No, it was 325 times 3 is 975 plus 50 is $1,025,000. 

Mr. Mirenenn. There was the usual interest on that ? 

Mr. LIND. We paid interest for the period of time after the judg- 
ment was entered. 

Mr. Mircueie. When did that suit start again? I want to be clear 
about the time. 

Mr. Linn. I think it was 1948. 

Mr. Mrrcner.. Then it took sometime to get to trial? 

Mr. Linn. It took sometime to get to trial, for the trial to be held, 
for appeals to be heard and so forth. 

Mr. Mrrenevn. Was it tried along about the spring of 1949, and 
judgment entered in Indianapolis? 

Mr. Linp. I think it was the summer of 1949. I know it was very 
hot in Indianapolis that day. 
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Mr. Mircnety. Then the appeal went to the seventh circuit and it 


came up to the Supreme Court? 


Mr. Linn. That is correct. 

Mr. Mircueitit. When did the Supreme Court give its opinion ? 

Mr. Linp. Sometime last year. 

Mr. Mircuetn, January 1951 was it not? 

Mr. Linp. That is right. 

Mr. Mircuen. It was a very well-known case, was it not, among 
lawyers, quite apart from the liquor business? 

Mr. Lanp. I guess it is. 

Mr. Mircne.t. Do you recall to mind any other suits against your 
company or its subsidiaries charging antitrust violations? 

Mr. Linp. We have a case pending now where the summons in the 
complaint was served last year. It isacase in New York State, Serv- 
ice Liquors. 

Mr. Mrircuetu. Is that versus Calvert ? 

Mr. Linn. Primarily versus Calvert but having read the Kiefer- 
Steward suit they threw in Seagram and a few other things, alleging 
conspirac’ jy. 

Mr. Mircnuett. Was there a charge of violation of the antitrust 
laws in this litigation that you and other companies had with the 
Capital Wine& Spirit Co. at New York? 

Mr. Lainp. Yes, there was. That was one of many charges that 
were made in that case by the counsel for the trustee in bankruptcy. 

Mr. Mrrcneti. That was settled? There is no judgment? 

Mr. Linn. There was no judgme nt in that case. That was settled 
because of one problem in there, and we are not the least concerned 
about any antitrust features of it. 

Mr. Mitrcnen.. Was there a provision in the stipulation to settl 
that they would withdraw the antitrust charge ? 

Mr. Linn. Not in that language. Naturally they agreed to dis 
continue the cases they had started. They had two or three cases 
against us. 

Mr. Mrrcnetn. It was disposed of generally ? 

Mr. Linn. That is correct, the Vy di sposed of the whole thing. 

Mr. Mircneii. Are you in charge of the a relatior ships 
with the Government and its various divisions in Washington, Mr. 
Lind? 

Mr. Linp. Well, that is a little hard to say. I handle all the work 
with the alcohol tax and tobacco figures. I do not do income-tax 
work. In any other Government department, you would have to give 
me the problem and we would decide how to handle it. 

Mr. Mrrene tt. That would come to you in your position as res 
counsel in New York? 

Mr. Lrnp. Yes. 

Mr. Mircuetn. Have you had to do with the Department of Justice 
over the years / 

Mr. Linn. We had a little set-to with the Department of Justice 
back in 1942. I think there were some indictments that came down 
in Denver, Colo., in price fixing against some retail associations and 
some distillers—we were named in it, ] know. That indictment came 
down in 1942 but before anything happened I was in the service so 
I cannot tell you much about that. 
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Mr. Mrrenevi. Just to wind that up, I think the records will show 
that there was a litigation as to whether it was a valid indictment, it 
went to the Supreme Court of the United States and they were sus- 
tained, is that correct ¢ 

Mr. Linn. That is correct. 

Mr. Mrreneti. Then it went back to Denver and the parties who 
were charged there including a number of corporations and 54 indi- 
viduals pleaded nolo contendere, did they not? 

Mr. Linn. That is correct, sir. 

Mr. Mrrcenevi. And fines were assessed against those ? 

Mr. Linp. That is correct. 

Mr. Mirceneus.. And the charge was illegal price fixing in violation 
of the antitrust laws, was it not? 

Mr. Linp. That is correct. 

Mr. Mrrenevi. And one of those companies was the Seagram Co. ? 

Mr. Linn. That is correct. 

Mr. Mrreneti. One of the individuals was Mr. Vic Fischel? 

Mr. Linn. That is correct. 

Mr. Mrrenect. In connection with your dealings with individuals 
in the Department of Justice have you had occasion to meet the Attor- 
neys General in the past few years ¢ 

Mr. Linp. I have never met the Attorneys General, past or present. 

Mr. Mircene.. Or any of their assistants ? 

Mr. Linp. I have met Mr. Branham. 

Mr. Mrrceneti. Have you met Mr. Bergson? 

Mr. Linp. No; I have never met Mr. Bergson. 

Mr. Mrreneti. Did you in the course ‘of your duties have any 
knowledge of political contributions made by your associates? 

Mr. Linp. Only what has come out since you started with this com- 
mittee. 

Mr. Mrrenetx. You learned it at that time? 

Mr. Linp. Yes,sir 

Mr. Mrrenrti. Did you make any political contributions in 1948, 
yourself, to either of the major political parties? 

Mr. Linn. Yes,sir. Both. 

Mr. Mrreneii. Was there a contribution made with some of your 
associates in the company ? 

Mr. Lino. Yes. I was in that to a certain extent. 

Mr. Mrrcenetyi. That is you put your 2 cents in, is that it ? 

Mr. Linp. And thank you, that is correct. It just about amounted 
to that. 

Mr. Mrreneti. Will you tell the committee what the amounts were? 

Mr. Linp. I do not recall. They were nominal amounts. At most 
a couple hundred dollars. 

Mr. Mircuety. To each party ? 

Mr. Linn. Yes, sir. 

Mr. ae LL. ‘To whom was the money given ? 

Mr. Linp. I do not know that I can tell you that. 

Mr. Mrrcner. Do you have any knowledge of any collecting of 
funds for political campaign purposes in 1948 among the distributors 
or sales managers of any of the Seagram companies ? 

Mr. Linn. That was never done. 

Mr. Mircnetyt. You know that? 
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Mr. Linp. I know that was never done. 

Mr. MircHett. That is all of this witness, Mr. Chairman. 

Mr. Cuetr. The committee will recess to 1: 45. 

(Whereupon, at 12:50 p. m., the committee recessed to reconvene 
at 1:45 p.m. the same day. ) 


AFTERNOON SESSION 


Mr. Cuetr. The hearing will be in order. 

Mr. Walton, do you solemnly swear that the statements you are 
about to make on this oceasion will be the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 


TESTIMONY OF HOWARD R. WALTON, PRESIDENT, HIRAM 
WALKER-GOODERHAM & WORTS, LTD., DETROIT, MICH. 


Mr. Mircuety. Will youstate your name for the record, please ? 

Mr. Wacron. Howard R. Walton. 

Mr. Mircuetyi. Your address? 

Mr. Watton. Walkerville, Ontario. 

Mr. Mircnetu. Your position in your company ? 

Mr. Watton. President, Hiram Walker-Gooderham & Worts, Ltd. 

Mr. Mircneu. That is located at Walkerville, Ontario ? 

Mr. Watton. That is right. 

Mr. Mircnetyi. You have an office in Detroit, also? 

Mr. Watton. That is right; Detroit, Mich. 

Mr. Mircueu. I have sent for some papers that will be a summary 
of the data that you sent to me, Mr. Walton, so I will ask you about 
that a little later, about your acquisition. I would like for you to 
describe briefly to the committee where your production plants are 
located, if you will. 

Mr. Watton. In the United States we have distilleries in Peoria, 
Ill., and Loreley, Md., which is just outside of Baltimore. We also 
have in the United States a rectifying plant and bottling plant at San 
Francisco, Calif. We have one small winery that we operate in Cali- 
fornia near Hollister. We have another winery under lease at the 
present time—I should say we are leasing it to some wine people, that 
is located near Santa Rosa, Calif. In California we also have some 
vineyard property near Hollister, near this first winery that I men- 
tioned. In the United States, too, we own a cooperage plant in 
Peoria, Ill. I believe that covers all of our properties in the United 
States. I should say that we do have one other distillery in Peoria 
which has not operated for several years; a smaller distillery. 

Mr. Mircnett. Would you describe those distilleries you have in 
Canada ? 

Mr. Watton. We have a distillery at Walkerville, Ontario, and we 
have a distillery in Toronto, Ontario. In Scotland we have a grain- 
whisky distillery at Dumbarton and a malt-whisky dis tillery at Dum- 
barton and two malt-whisky distilleries located in northern Scotland, 
one near Elgan and one near Forres. I believe that covers all the 
plants. 

Mr. Mitrcuetr. Do you have any cooperage plants in the United 
States or in Canada? 
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Mr. Wavron. Just the one I mentioned at Peoria, III. 

Mr. Mrrenecnt. What kind of cooperage do you make ¢ 

Mr. Wauron. Whisky barrels, a few oil barrels, but primarily 
wh sky barrel 

Mr. Mircnerit. What is done with the excess raw material, the 
rough material, after you m ike your whisky barrels ? 

Mr. Warron. We try to fabricate them and sell them as oil barrels 
or for vinegar, or any uses we can get rid of them for. 

Mr. Mrrenec.. You sell them for whatever you can get for thei 

Mr. Wartron. Whatever the prevailing market happens to be 
that type ot cooperage. 

Mr. Mrrenent,. What is vour system of distribution of whisky to the 
trade in the United States / 

Mr. Warron. We sell primarily through wholesale distributor 
the open States, an id to the liquo control commissions in the so-called 
monopoly States. In New York we own our own wholesale company 
whi h we est ibhi hed ourselves several years ago, and we have a mil il 
v he lesal col pan) which we est iblished oul selves in Chicago. Th 
New York wholesale company I think is about 11 or 12 vears old, and 
the Chicago wholesale compat vy must be 6 or 7 years old. 

Mr. Mirene.. With the exception of those plants, then, you! 
distr but on made through distributors owned by someon othe { i 
yourself 

Mr. Warton. That is right, sir. 

Mr. Mirene... With respect to your outlet in Washington, what 
is the name of that ? 

Mr. Watton. In Washington we sell Hiram Walker. Inc., met 
chandise to Middle Atlantic Distributor . Ine.: I believe that is the 
complete name 

Mr. Mirenen... And in that case you have no ownership? 

Mr. Watton. No, sir. 

Mr. Mirenetn. Do you have contracts with the distributing 


companies 4 


Mr. Watron. We have no contract. We havea form of—I suppose 
you would call it a franchise agreement. I have a copy of that here 
which I would be ol ic to vive you if you wish it. 

Mr MitrcHeLt.. Yes: | will be olad to have it. Does that ontctra 
exclude other brands from distribution by your distributor ? 

Mr. Watton. No, sir: it does not. i 

Mr. Mrrcenevti. What is your policy with respect to encouraging 
vour distributors to restrict their distribution to your product or to 
include other products? 

Mr. Wal rON. We make ho restrictions on the distributor. Wi have 
been pretty careful about t hat. Mr. Mitchell. In the main, I would 
tributors handle more than Hiram Walker products. ‘There 
may bea few of them that have seen fit to confine their distribution to 
Hiram Walker products. 

Mr. Mircueti. Do you suggest to your distributors the prices that 
they should charge to retal ile rs é 

Mr. Warton. We only suggest prices where fair-trade laws make it 
permissible in those States and, of course, in some States, as you know, 
fair-trade pricing is mandatory. 

Mr. Mircnetyi. Do you use fair-trade laws wherever they exist? 
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Mr. WaLron. Wherever they exist: yes, sir. 

Mr. Mircuecy. In those cases you use a minimum price, or do you 

se also a minimum and maximum price ? 

Mr. Watton. Just the minimum resale price. 

Mr. Mrrcuett. With respect to the District of Columbia, there is 
no fair-trade law here? 

Mr. Watton. That is right. 

Mr. Mirenetit. And Middle Atlantic had a litigation with a firm 
called Milstone? You learned of that, did you? 

Mr. Watron. Yes, sir. 

Mr. MircwHe.zt. Did your company take any responsibility for the 
direction of that litigation ? 

Mr. Watton. We took no responsibility, and I think it was estab- 
lished in the litigation that we were entirely blameless. 

Mr. Mircuenyi. That was a proceeding before the Federal Trade 
(Commission in 1949, was it ? 

Mr. Watron. That is right. 

Mr. Mircueiyt. The complaint was that your distributor, the Mid- 
dle-Atlantic Co., had refused to sell any Hiram Walker products to a 
firm called Mils tone if that Milstone Co. would not charge a specific 
price; is that correct? 

Mr. Watton. That is correct. 

Mr. Mircenetn. Do you know the result of that ? 

Mr. Watton. I understood Middle-Atlantic lost the case. 

Mr. MITCHELL, And there was an order by the Federal Trade Com- 
mission directing them to desist from that practice? 

Mr. Watron. That is right. 

Mr. Mircnen. That is, they could not refuse to deliver the product 
to Milstone Ce., regardless of the price that Milstone Co. desires to 
charge? 

Mr. Watton. That is right. 

Mr. Mrrcnetu. The record is clear, I am sure, that that was a matter 
between Middle-Atlantic Co. and Milstone? 

Mr. Watron. I am sure that was clearly establis hed. 

Mr. Mitcueti. With respect to the Government’s interest in the 
whisky business, have you in mind that there have been inquiries from 
time to time by various divisions of the Government into the liquor 
industry ¢ 

Mr. WALToN. Yes, sit 

Mr. Mircuett. Was one of those times in 1944 when there was a 
grand jury investigation conducted by the Department of Justice ? 

Mr. Watron. That is right, si 

Mr. Mrrcuetn, You had a subpena served on your company ? 

Mr. Watton. That is right. 

Mr. Mrrene.y. And you complied with it? 

Mr. WALTON. We did. 

Mr. Mircuety. Were you ever advised of the result of that inquiry! ? 

Mr. Watton. We understood it was dismissed without any charges 

Mr. Mircuetn. There was no civil suit filed to your knowledge ? 

Mr. Watton. That is right. 

Mr. MircnetL, And no criminal proceeding occurred ? 

Mr. Watron. That is right. 











504 INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


Mr. Mircne.t. Now going to 1948, did there come a time when yo 
learned that the Department of Justice was making an inquiry into 
the liquor industry f 

Mr. Watton. Yes, we did. 

Mr. Mircnety, Will you tell the committee about that? 

Mr. Watron. We learned through our attorneys here in Washing 
ton, Covington & Burling, that they were making an investigatio1 
and wanted us to answer several questions. At that time we supplied 
the answers, I believe, to all the questions that were asked, and later we 
heard nothing more from the case. As a matter of fact, we never did 
hear anymore from the case, but I think we supplied them with all th 
information for which they asked at this particular time. 

Mr. Mircurtn.. Would you place that request for information fron 
the Department of Justice in October 1948 4 

Mr. Wauron. It was the latter part of 1948, as I recall it, Mr. 
Mitchell. I could get the exact dates from a file I have, but I do not 
have it with me. 

Mr. Mivenes. I think that Mr. Ellison and you and I came to that 
October date. Is that right, Mr. Ellison ¢ 

Mr. Exvxison. I think that is correct. 

Mr. Mrrenetyi. Mr. Ellison got the inquiry for the information; he 
passed it along to you. 

Mr. Warton. That is right. 

Mr. Mircuety. That information related to acquisitions / 

Mr. Watton. That is right; yes; and names of officers. 

Mr. Mircue un. Share holdings ? 

Mr. Warton. That is right. 

Mr. Mircueni. Do you recall any other distributive contracts and 
that sort of thing? 

Mr. Wanron. I thinkso. I think that was asked for, too. 

Mr. Mrreneti. What did you have in mind as being the purpose of 
that request for information ¢ 

Mr. Wauron. We could never quite understand or find out just what 
the purpose was, Mr. Mitchell. 

Mr. Mircnecy. It was just another inquiry from the Government? 

Mr. Wauron. We knew it was an inquiry from the Justice Depart- 
ment but we could never make out what they were trying to find out 
from these requests. 

Mr. Mircne.t. You knew it was from the Antitrust Division of the 
Department of Justice ? 

Mr. Watton. Yes, sir. 

Mr. Mircuen.. Later on in the year, did you have a conference on 
that general subject, you and your lawyer and Mr. Branham? 

Mr. Warton. That is right. 

Mr. Mircnery. That was in 1949, early? 

Mr. Warton. I think in March 1949 we had a lunch together. 

Mr. Mitcuei. You talked about that subject? 

Mr. Watton. We talked about that general subject. 

Mr. Mirenetn. And you furnished the information ? 

Mr. Watron. We furnished the information Mr. Branham asked 
for at that time or it was furnished when I got back to the office. 

Mr. Mitcuei,. Going back to 1948, you are aware that there was a 
presidential campaign in that year, as there is every 4 years? 
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Mr. Watton. Yes. 

Mr. Mircnett. The committee has had a report made to it that 
there were substantial campaign contributions made to both partie 
in that year by individuals in the liquor industry. Do you have any 
knowledge of that ? 

Mr. Warton. All I can Say is that we made none, to my know ledge. 

Mr. Mrrenecn. And you made none yourself / 

Mr. W ALi N. I made none » pe rsohal 11s and I know the company made 
one. 

Mr. Mircneny.. So far as you know, none of your associates or col 
leagues in the Hiram Walker Co. did ¢ 

Mr. Watton. That is right. 

Mr. Mircnetn. How about your distributors? Do you know 
whether or not-they made any contributions ¢ 

Mr. WALTON. The »y mi ide none at our sugge stion. 

Mr. Mrrcuet. Do you know whether they made any ? 

Mr. Watton. I do not know whether or not: no sir. 

Mr. MITCHELL. In your talk with the committee before, you indi 
cated a statement of policy which you have. Will you state that? 

Mr. Warton. Well, personally, I have always had a policy on con- 
tributions. I felt, in the position I am in, it would be bad business 
for me to ever make political contributions, and that goes right down 
the line. I have followed that policy, incidentally. 

Mr. Mitcuriy. Is there anyone in your company who would know 
what contributions were made, if any, by your di stributors? 

Mr. Watron. I do not know that anybody in our company would 
know that, Mr. Mitchell. 

Mr. Mircnent. 1 will ask you to look over the recapitulation we 
made of the data that you fuctmished about acquisitions and, if you 
do not find any exception, give it back and I will place it in the record, 
and then if there are any Questions we will clear it up on the record, 
and that will allow us to go ahead with another witness. 

Mr. Warton. You want me to examine this while you call another 
witness ¢ 

Mr. Mrrcnemn. Yes, if you would. 

Mr. Cueir. You may call the next witness. 

Mr. Mrrcenevy. Mr. Landa. 

Mr. Cuetr. Mr. Landa, do you solemly swear the statements you 
are about to make on this oceasion will be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Lanpa. I do. 


TESTIMONY OF ALFONS B. LANDA, ATTORNEY, WASHINGTON, D. C. 


Mr. MircnHecy. State your name and address, sir. 

Mr. Lanna. Alfons B. Landa. 

Mr. Mitcnet.. Your address? 

Mr. Lanna. 1000 Vermont Avenue, Washington, D. C. 

Mr. Mrrcnety. Your business or occupation ? 

Mr. Lanna. Attorney at law. 

Mr. Mitcueny. You are a partner in a law firm? 

Mr. Lanpa. The firm of Davies, Richberg, Tydings, Beebe & Landa. 

Mr. Mitcuett. In the course of your practice, do you represent any 
of the large distillery companies? 
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Mr. Lanpa. We have represented the Seagram Corp. 

Mr. Mitcueti. And over some years? 

Mr. Lanna. Yes, I believe quite a few years. 

Mr. Mircnen.. Are you one of the lawyers who attends to that 
client ? 

Mr. Lanpba. I am. 

Mr. Mircnety. Are you “the” lawyer who does ? 

Mr. LANDA. Well, I do most of the work: yes. 

Mr. Mircnety. That is over the past several years? 

Mr. Lanna. Yes, sir. 

Mr. Mircnet.. Now with respect to the year 1944, were you aware 
of a grand jury investigation made of the liquor industry in Wash- 
ineton 4 

Mr. Lanpa. Well, I was aware of it, but only vaguely. 

Mr. Mircne.y. Going to 1948, do you recall a time when i inquiry was 
made of you by the Department of Justice, Antitrust Division for in- 
formation relating to your client, Seagram ? 

Mr. Lanna. Yes, there was a request for information. 

Mr. Mircueti. When was it received? You verified it as October 
13.1948. Does that refresh your recollection ? 

Mr. LAnpa. Yes. 

Mr. Mircnety, Tell the committee what occurred and what you did. 

Mr. Lanpba. I received a telephone call from Mr. Branham of the 
Department of Justice requesting, as I recall it, information with 
reference to the officers, various subsidi: ry corporations and the vari- 
ous counsels, I believe, of Seagram. I transmitted that information 
to New York, to Mr. James E. Friel. 

Mr. Mitcnen.. What is his position? 

Mr. Lanna. He is vice president. 

Mr. Mrrcnect. Is he the contact man through whom you reported to 
your client ? 

Mr. Lanpa. Yes, I usually had discussions with him. 

Mr. MITCHELL. And also with their general counsel in New York? 

Mr. Lanpba. That is correct. 

Mr. Mrrcnetn. And who is that ? 

Mr. Lanna. Well, that was usually Mr. Lind. 

Mr. Mitcuen.. Mr. Frederick Lind ? 

Mr. Lanpa. Yes. 

Mr. Mrrenetit. And White and Case, did you say ? 

Mr. LAnpba. That is correct. 

Mr. Mrrenentx, Did the information sought include data relating 
to acquisitions in the makeup of the company ? 

Mr. Lanna. I belive there was a time when we were asked about 
that. 

Mr. Mirenennt. An earlier time? 

Mr. Lanna. But I cannot recall if that was the particular time. 

Mr. Mircue.i. Did the request seem to you consistent with the re- 
quest you would expect to come from the Antitrust Division of the 
Department of Justice? 

Mr. LAnpbA. Yes. 

Mr. Mitcnet,. And what conclusion or reaction did you have in 
vour mind as to what was the purpose of that ? 
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Mr. Lanpa. I came to the conclusion that some action was being 
prepared i in the way of an antitrust action and that they sought the 
names of people upon whom service might be made. 

Mr. Mircuety. It was that type of information that would be 
needed in an antitrust proceeding, was it ? 

Mr. Lanpa. That is right. I communicated that to Mr. Friel, with 
my opinion on the matter. 

‘He said, “Well, the sooner the better, if that is what we are facing.” 

We felt that our position was sound and, if we had to have such a 
suit, that was it. 

Mr. Mircuert. That you had nothing to fear? 

Mr. Lanpa. That is right. 

Mr. Mircue.L, It did represent a good bit of trouble, did it not? 

Mr. Lanpa. Well, those things always do, Mr. Mitchell. 

Mr. Mrrcnetxi. You had previously consulted with the Antitrust 
Division in connection with the Webb City case in Florida, had you? 

Mr. Lanpa. I don’t believe I did. I may have had some discussion, 
but I don’t believe I consulted with them about it. 

Mr. Mitrcuetn. Then following this 1 request of October 13, 1948, 
did you obtain this information and supply it? 

Mr. Lanpa. I believe all the information was supplied by the 
company. 

Mr. Mircueti. And did you have an understanding at that time 
as to whether all of the Big Four were included in this inquiry and 
were being asked the same thing? 

Mr. Lanpa. I believe I learned it. I believe that was my under- 
standing; yes. 

Mr. Mrrcretr. And then as time went on, were there any develop- 
ments in the matter, as you recall, any further queries, discussions or 
filing of any suit? 

Mr. Lanpa. No suit was filed, but I was always of the opinion that 
it was just a matter of time. I kept in touch with it. 

Mr. Mircneit, With whom would you keep in touch ? 

Mr. Lanpa. I would go over and see Mr. Branham every now and 
then. 

Mr. Mircnein. In the Department of Justice, the Antitrust 
Division ? 

Mr. Lanpa, That is right. 

Mr. Mircnect, Was the matter ever terminated in some way, and 
were you advised of any termination ? 

Mr. Lanpa. No; I have never known of any termination of the 
situation. 

Mr. Mircuetn. Then just nothing more happened ? 

Mr. Lanna. No; but I always anticipated it. 

Mr. Mircnetn. Going back to October 1948, do you recall there 
was a presidential campaign going on ? 

Mr. Lanna, Yes, sir. 

Mr. Mircuett, Did you have any participation in that campaign ? 

Mr. Lanna. I was vice chairman of the finance committee of the 
Democratic National Committee. 

Mr. Mrrcuentt. Was that the first time you had served in that 
capacity ¢ 
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Mr. Lanna. ng I had served in that capacity and other capacitie 
for many years 

Mr. Mircuent. For the Democratic Party ? 

Mr. Lanna. Yes, sir. Never for any other party. 

Mr. Mircueti. You served with one party and not two? 

Mr. Lanpa. That is correct. 

Mr. Mircueiti. Who was the chairman at that time? 

Mr. Lanpa. I believe Mr. Howard McGrath was chairman at that 
time, and my association was more closely with Louis Johnson. 

Mr. Mircnetu. Louis Johnson was chairman of the finance com 
mittee, was he? 

Mr. Lanna. That is correct. 

Mr. Mrrcneti. Mr. McGrath was then a United States Senator? 

Mr. Lanna. I believe he was. 

Mr. Mrrcnet.. In the course of your activity as vice chairman of 
the finance committee what did you do? 

Mr. Lanna. The administrative job of seeing that appeals for 
funds were made to everyone was one of my chores. 

Mr. Mircreny. So you did make those appeals? 

Mr. Lanna. Yes. 

Mr. Mrrcnetx. In the course of those did you have any conversa 
tions with the Seagram people? 

Mr. Lanpa. I did on one occasion. After some conversation with 
Mr. Louis Johnson, I telephoned Mr. Friel and asked Mr. Friel for 
a contribution. 

Mr. Mrrcnew.. Did you suggest an amount, that you now recall? 

Mr. Lanna. I don’t recall, but I imagine I did. 

Mr. Mitrcueti. You don’t recall what it was? 

Mr. Lanna. I don’t recall what it was, but I have some vague recol- 
lection—I am not at all certain it is accurate. I may have asked 
you know when you work on the committees, you ask them if they 
can't get together among Democratic friends a contribution. That 
is the usual way that it is done. 

Mr. Mrrcueiy,. Then you were asking a man to obtain and collect 
some funds from other individuals? 

Mr. Lanna. That is right. 

Mr. Mrrcnerzi. As I remember your testimony previously—— 

Mr. Lanpa. It might have been, as I suggested previously, it may 
have been that I asked for as much as $50,000. 

Mr. Mrrcnety. Was it or was it not a re upon the Seagram Co. ? 

Mr. Lanna. It was not a request upon the Seagram Co. and it could 
not be. We were not allowed to accept such contributions. 

Mr. Mrrcnewi. You knew that was against the law? 

Mr. Lanna. Absolutely. 

Mr. Mrrcnern. After that, did you have any further contact about 
the matter? First, tell us what Mr. Friel said. 

Mr. Lanna. Well, Mr. Friel indicated that he would discuss it with 
his associates and that he would be willing, he believed, to make a 
contribution. 

The committee at that time was in urgent need of funds. I don’t 
need to recall the facts to you. Mr. Truman’s campaign was not going 
along very well at the time. We were having difficulty getting enough 
money to pay for radio speeches. As a matter of fact, I know there 
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were times when we didn’t have sufficient money to pay for the radio 
time. We were all working very hard and asking for as much money 
as we could raise. 

Mr. Mrrcueiy. This was around October 1948 ? 

Mr. Lanpa. I would think so; yes. 

Mr. Mircnetn. And he said he would see what he could do? 

Mr. Lanpa. That is right. 

Mr. Mircnen. After that, did you have any further contact or 
learn anything more about the matter ? 

Mr. Lanpa. I believe that I talked to him subsequently and he said 
that he would take care of it. I talked to Mr. Louis Johnson and 
I arranged with him, because he was going up to New York, to re- 
ceive the contribution. 

Mr. Mrrcnety. Did he do that? 

Mr. Lanpa. Well, I learned subsequently that he did not go up. 

Mr. Mircueti. Did you have any personal kowledge of what hap- 
pened / 

Mr. Lanpa. No. 

Mr. Mircuett. Did you later learn that a contribution was made? 

Mr. Lanpa. Yes, sir; I did. 

Mr. Mrrcne yi. Well, we will ask Mr. Friel about that and get it 
first-hand. 

Now passing to the other liquor companies, was there a Mr. Nathan 
Lichtblau in the committee at the time you worked there? 

Mr. Lanpa. I am not entirely sure. He worked for the committee 
at various times. He worked with the committee, and he may have 
been there at that time or he may have been in New York. 

Mr. Mircnetn. Did he have as one of his assignments the responsi 
bility for making appeals to people in the liquor industry 4 

Mr. Lanna. As I recall, I don’t think he was confining it to people 
in the liquor industry. 

Mr. Mircuen.. Did he make some effort to collect from those, among 
others, in the liquor industry ? 

Mr. Lanna. I don’t know of my own knowledge, but I think he did. 

Mr. Mrrcney. As time went on, you had this difficulty about the 
radio bill and the other expenses and the effort became more vigorous, 
I assume ? 

Mr. Lanpa. That is right. 

Mr. Mircueut. In the course of that effort, did you learn, in your 
capacity as a vice chairman of the Democratic finance committee, of 
contributions made by other people prominent in the liquor indus- 
try? Give us the best knowledge that you obtained. 

Mr. Lanpa. I couldn’t recite to you the contributions of anybody. 

In the midst of the campaign there is a great deal of work and con- 
fusion and the hours are long. I think I was more interested in 
how much we were getting in in a day without knowing exactly where 
it came from. : 

Mr. Mircneiy. Can you tell us your best recollection of the knowl- 
edge that came to you as to the contributions made? 

Mr. Lanna. I can’t tell you when I learned it, whether it was before 
or after the campaign, because I have no way of separating it in my 
recollection, that there were other contributions made by other liquor 
companies. 








510 INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


Mr. Mircue.yi. By companies or by individuals? 

Mr. Lanna. I correct that. By individuals in other companies. 

Mr. Mircuet.. I am referring to your previous testimony where 
you were very careful about it, and I don’t want to put you to any 
disadvantage. 

Mr. Lanpa. I meant that there were other individuals who were 
connected with liquor companies. 

Mr. Mircnuetn. Who was the most important in terms of money 
of those individuals? 

Mr. Lanna. Well, that I don’t know of my own knowledge. 

Mr. Mircneti. Did there come a time when there were some in- 
augural ceremonies being arranged, the seating being arranged for 
the in: 1ugural ceremonies that you had something to do with? 

Mr. Lanpa. Well, there came a time when I was present and [ 
noticed the name of a president of one of the other companies. 

Mr. Mircuett. Was that Mr. Rosenstiel ? 

Mr. Lanna. That was Mr. Rosenstiel. 

Mr. Mrrcenexy. The president and the chairman of the board of 
Schenley ¢ 

Mr. Lanna. That is right. 

Mr. Mircneti. And you noticed his name on the list ? 

Mr. Lanpa. Yes. 

Mr. Mrreneii. Did you have a conversation with Mr. Louis John 
son about that? Tell the committee what it was. 

Mr. Lanna. Well, he was about to be seated in a very favorable 
place. I asked why, because I understood he was a very prominent 
Republican. 

Mr. Mrrcenerzt. He supported the Republican candidate? 

Mr. Lanna. Yes; I had learned from the press that he had sup- 
ported Mr. Dewey very strongly. 

Mr. Mrrenext. Did that press story have anything to do with the 
entertaining of Mr. Dewey, in Republican candidate, on a yacht ¢ 

Mr. Lanna. I believe that is the story I read. 

Mr. Mrrcenet.. You found his name there and what happened ? 

Mr. Lanpa. I suggested to Mr. Johnson that that place might be a 
more desirable place for a good Democrat, and that I had a lot of 
candidates for good seats at the inaugural. 

Mr. Mrrenet. What did he say ? 

Mr. Keatinc. Where was this place? I would be very interested 
in this very advantageous place. 

Mr. Lanna. Well, subsequent to the inaugural at the Capitol there 
are ceremonies, usually—they parade down Pennsylvania Avenue and 
pass in review in front of the White House, and there are stands 
erected too, and, it was at those stands—it was concerning those stands 
that the discussion was had. 

Mr. Kearine. Where did they have Rosenstiel placed ? 

Mr. Lanpa. I can’t remember exactly. All I can say to you is that 
it was what I considered to be a favorable spot. 

Mr. Kearina. It would be close to the President, I take it? That 
would be the spot you would consider favorable ? 

Mr. Lanna. As I recall, if I have any recollection, I have a vague 
idea that he probably was directly across the street facing the stand. 

Mr. Kearine. That is where I was, and I had no drag with the 
President. 
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Mr. Lanna. You must have had some kind of. 

Mr. Mrrcneixi. Was your point that some of your friends who had 
contributed money were not getting such a favorable place? 

Mr. Lanna. Well, Mr. Mitchell, in any one of those activities you 
always have many requests, many more than you can possibly take 
eare of, and obviously all the people and I suppose l solicited hun 
dreds of people—and I was looking—that is probably only the one 
favor I might ever be able to do them. 

Mr. Mrrcenevy. And they all would like that ? 

Mr. Lanpba. Yes: so I wanted to get them good seats, if possible, at 
the inaugural. 

Mr. MircHeE.u. And you were try ing’ to help your friends get that? 

Mr. Lanna. That is right. 

Mr. Mrrcneixi. Was there some comment from you that Mr. Rosen 
stiel was Mr. Dewey’s friend ? 

Mr. Lanpa. Yes; and there was just a laugh about that. There was 
some remark made but no explanation. 

Mr. MircHett. What was his remark ? 

Mr. Lanna. [have forgotten. Maybe it was, “He is a friend of ours, 
too.’ or something like that. 

Mr. Mrrcuetu. As time went on, did you come across any knowledge 
that Mr. Rosenstiel had contributed to the deficit of the 1948 cam- 
paign ? 

Mr. Lanpba. No. 

Mr. Kratinc. Before we get away from this inauguration, when 
you brought this up, did { hey shi ft Rosenst ie] SOMmeW here else ? 

Mr. Lanna. I believe they did. 

Mr. Keatrtne. Where did they put him ? 

Mr. Lanpa. I don’t remember. 

Mr. ICEATING. Do you mean all these people across from the Presi 
dent were supposed to be contributors to the Democratic National 
Committee ? 

Mr. Lanna. No: but there wer many favorable seats in the first 
and second rows that were directly across from the White House that 
were subject to allocation by the committee. 

Mr. Kreative. How did 1 get in on that ? 

Mr. Cuetr. He did better than I did. I didn’t get a seat at all. 

Mr. Kratrna. I didn’t realize the company I was keeping that day 

Mr. Mirrenenti. Did you learn of any contributions made to the 
Republican Party by Mr. Friel and his friends? 

Mr. Lanpa. I don’t know when I learned it, but subsequently I 
learned that Mr. Friel and his friends had personally made a con 
tribution to the Republicans. 

Mr. Mrrcneti. Did you learn then whether Mr. Rosenstiel who had 
contributed to the Republican Party , according to this inference, con- 
tributed to the Democratie Party for its deficit 2 

Mr. Lanna. Well, I heard a lot of rumors. I never learned. I heard 
a lot of rumors. 

Mr. Mireneni. As vice chairman of this committee you come pretty 
close to being near the horse’s mouth. 

Mr. LANDA. If Mr. Rosenstiel made any contributions they would 
be made after the campaign, because up until the campaign he was a 








512 INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


supporter of Mr. Dewey. I wouldn’t know after the campaign because 
I left there probably as quickly as the campaign was over. 

Mr. Mircneti. Your suggestion is that we better ask Mr. Rosen 
stiel ? 

Mr. Lanna. Yes, sir. 

Mr. Mircnexy. That is all. 

Mr. Cuetr. Have you any questions, Mr. Keating ? 

Mr. Krarina. You had nothing to do with the raising of this deficit 
after the 1948 campaign ? 

Mr. Lanpa. No; I didn’t have anything to do—the next time that I 
had anything to do was in the congressional elections. I didn’t have 
anything to do with the deficit. 

Mr. Keating. Do you mean the congressional elections of 1950? 

Mr. Lanpa. That is right. 

Mr. Keattne. Did you contact Mr. Friel again at that time? 

Mr. Lanna. I do not believe I did; no. 

Mr. Keatina. Any of the other liquor interests ? 

Mr. Lanna. No; I do not recall any of the other liquer people. 

Mr. Kerarina. Did any of these men that you contacted make any 
loans to the Democratic National Committee ? 

Mr. Lanna. No. That is something I never heard of. 

Mr. Krattne. That procedure was never followed under your aegis? 

Mr. Lanpa. No, sir. 

Mr. Keattnc. You never solicited money in that way? 

Mr. Lanpa. No one that I know of ever loaned any money, that is, 
that I had any contact with. 

Mr. Kratine. I have no further questions, Mr. Chairman. 

Mr. Mrrene iy. That is all, Mr. Landa. 

Mr. Friel is the next witness. 

Mr. Cuevr. Mr. Friel, do you solemnly swear the statements you are 
about to make on this occasion will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Friev. I do. 


TESTIMONY OF JAMES E. FRIEL, VICE PRESIDENT, SEAGRAM DIS- 
TILLERS CORP., NEW YORK, N. Y., ACCOMPANIED BY FREDERICK 
J. LIND 


Mr. Mrreueti. Will you please state your name, Mr. Friel? 

Mr. Fret. James E. Friel. 

Mr. Mrrcnetu. Your address, please, sir. 

Mr. Fret. 405 Lexington Avenue, New York. 

Mr. Mrrcnect, And your business or occupation ? 

Mr. Frrev. I am vice president of Seagram Distillers Corp. 

Mr. Mrrcnetn. You have been with that company for some years? 

Mr. Friev. Eighteen. 

Mr. Mirenew. Is that the top company, the Joseph Seagram, or 
Seagram Distillers? 

Mr. Frrev. Seagram Distillers. I am vice president of Joseph Sea- 
gram & Sons, Inc. 

Mr. Mrrcenett. Do you recall during the course of your official 
duties the so-called 1944 grand- jury investigation of the Big Four 
in Washington? Did that come to your atte ntion ? 
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Mr. Frrevt. I remember there was such an investigation. 

Mr. Mrrcewety. In 1947 there was an inquiry of the Senate Judiciary 
Committee with regard to the Clayton Act? Did you have anything 
to do with that? 

Mr. Fret. I do not believe so. 

Mr. Mrrcnewy. It is background, at any rate. I am interested in 
your knowledge, if any, of inquiries made in October 1948, by the 
‘Antitrust Division, information requested of you concerning your 
company. 

Mr. Frtev. I recall no such request. 

Mr. Mircnexyt. Mr. Lind is the counsel who has already testified. 

Mr. Frret. Mr. Lind has just refreshed my memory that Mr. Landa 
did call up and say that somebody in the Department of Justice was 
asking for the information. 

Mr. Mirene.t. And you furnished the information? 

Mr. Friev. | probably turned the information over to Mr. Lind or 
somebody else. 

Mr. Mrrenevt. Mr. Lind is your counsel and the antitrust matter 
is a legal matter ¢ 

Mr. Fret. Yes. All such things would be referred to him. 

Mr. Mrrceweit. Did you also in the fall of 1948 have a recollection 
of receiving a telephone request from Mr. Landa concerning political 
‘ontributions ? 

Mr. Frrev. Yes, sir. 

Mr. Mrrcneix. Will you please state to the committee what that 
was! 

Mr. Friet. He called up and suggested that we ought to get together 
some funds for the Democrats, that they needed money and needed it 
bad and he thought we ought to do something about it. 

Mr. Mircneti. Did you undertake to help him in that respect ? 

Mr. Frrex. 1 passed the word down to a couple and they started 
collecting. 

Mr. MitcnHet.. To a what? 

Mr. Frret. To a few of the men in the office. 

Mr. Mrrcnerzi. And as a result of that effort was some money 
collected ? 

Mr. Frrev. Yes. We got a request also from the Republicans, so 
we started out to get a fund for both. 

Mr. Mircneti. So you made one collection for the contributions 
that went to both parties? 

Mr. Frrev. That is right. 

Mr. Mircneit. Do you remember who did the collecting or how 
that was done? 

Mr. Frret. No, I do not. I have forgotten about just who I did 
talk to and who handled it. 

Mr. Mrrcnetn. After the money had been collected together was 
it placed in your hands 

Mr. Frrex. Yes. 

Mr. Mircne ti. With reference first to the Democratic side what did 
you do with respect to making the contribution ¢ 

Mr. Frrev. In the meantime I got a request from Joe Keenan, who 
was stationed in New York, along the same lines as Mr. Landa. About 
a week later after he did call me up I told him we probably would give 
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something to both the parties. He said they needed the money very 
badly and could I get it up quickly. I told him that I would be ove: 
the next morning with $30,000. ‘ 

Mr. Mire HELL. } ou would be over where ? 

Mr. Friev. At the Democratic headquarters in the Biltmore Hotel. 

Mr. Mrrcneiy. At the Biltmore Hotel in New York, and the next 
morning did you go there ¢ 

Mr. Frieu. Yes, sir. 

Mr. MircuerL. Whom did you see ¢ 

Mr. Friev. I saw first Mr. Keenan. I thought that I was going t 
see Mr. Johnson. I do not know whether Joe Keenan told me 
Johnson was going to be there or whether Landa told me. 

Mr. Mrrewet. That is Louis Johnson ? 

Mr. Frirev. Yes: but Mr. Keenan took me in to see Senator McGrath. 

Mr. MitcHetn. Senator Howard McGrath ? 

Mr. Frrev. That is right. 

Mr. Mircuenyi. Was he a United States Senator from Rhode Island 
at that time ¢ 

Mr. Frret. As I recall it. 

Mr. Mrrcnety. He was chairman of the Democratic National Com 
mittee ? 

Mr. Friez. Yes, sir. 

Mr. MircHerit. Was anybody else there ? 

Mr. Frrev. No: Mr. Keenan came in and introduced me and walked 
out. 

Mr. Mrrenetn. Then what happened ? 

Mr. Fret. We just had a casual talk and I handed him the envelope 
with the money in it. 

Mr. Keatine. I could not hear after the casual little talk what the 
next statement of the witness was. 

Mr. Mircnetni. I am SOrry. In the course of this casual little talk 
you say you delivered the $30,000 in cash ? 

Mr. Frreu. In an envelope and laid it on his table or desk or wher 
ever he Was. 

Mr. Mircneti,, Was there any discussion between you as to the 
amount ¢ 

Mr. Frrev. No, sir. 

Mr. Mircnett. Was the envelope sealed or open ? 

Mr. Frrev. It was sealed. 

Mr. Mircner.. Was there any discussion about what you were doing 
for the Republicans ¢ 

Mr. Frriet. No, sir. 

Mr. Mrrcnetn,. What was the conversation in general? You say it 
was a casual little talk ? 

Mr. Frrev. I think I made the remark that he probably could find 
good use for it. 

Mr. Mircnentn. Did he agree with that? 

Mr. Fret. Very much so. 

Mr. Mrrenetn. Was it a pleasant talk? 

Mr. Fret. Yes, very pleasant. It was quick and pleasant. 

Mr. Mrrenety. Then let’s go to the contribution that you mentioned 
with respect to the Republicans. How was that done / 

Mr. Frrev. I was called up by the man who was in the finance 
committee of the Republican National Committee. 
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Mr. MircHetut. Who was that? 

Mr. Frret. Mr. Talbot. Harold Talbot. 

Mr. Mrrcne.t. Is he located in your building right in New York, 
the Chrysler Building ¢ 

Mr. Friev. Yes. 

Mr. Mrrcneit,. Was he chairman of the Republican National Com- 
mittee ¢ 

Mr. Frrev. I would not say that he was. 

Mr. Mirrcuevtit, Or the finance committee ¢ 

Mr. Frrev. I would not say that he was. I know he was on the 
committee but I do not know whether he was the chairman. 

Mr. Mrircuetu. And he made a similar request of you for money ? 

Mr. Fret. That is correct. 

Mr. Mrrcuetit. What was done about that ? 

Mr. Frrev. Well, we split the money that I had and we gave him 
$20,000. 

Mr. Mircue.yu. How was it delivered, and where? 

Mr. Friet. Delivered to him right in an envelope in the hallway 
in front of my office in the Chrysler Building. 

Mr. Mircuety. Did he come to see you ? 

Mr. Frrev. He came down to see me. 

Mr. Mircue tt. You were in the hallway, you say ? 

Mr. Frieu. I stepped out of my office and he was in the hallway. 
He told me he was coming down and I sunply walked out and met him 
halfway. 

Mr. MiIrcHELL. Was there any difference between the relation- 
ship- = 

Mr. Fret. None. 

Mr. Mircnetyi. At the two conferences ? 

Mr. Frrev. None. One was just a little bit quicker than the other. 

Mr. Mircnetyi. That is he came and took the money and was gone, 
and the other was a little talk ? 

Mr. Frret. I was allowed to sit down by the Democrats and I was 
standing up with the Republicans. 

Mr. Mrrenetzi. And the proportion was $30,000 and $20,000. Have 
you any knowledge, sIr, ot any other contributions that were made 
by your associates to either party in addition to those that you have 
described here today ? 

Mr. Frrev. I have no knowledge. 

Mr. Mircueix. Do you have any knowledge as to whether similar 
or other contributions were made in subsequent years to either party, 
in 1949 or 1950? 

Mr. Frrevt. No, sir 

Mr. Mrrcnett. This was not a part of a series of payments, it was 
one final one? 

Mr. Frieu. It was one payment. 

Mr. Mitrcuett. Do you have any knowledge of whether moneys 
were raised and contributed to either or both political parties by per- 
sons connected with distributors of your company’s products? 

Mr. Frrev. Not that I know of. Not through the company, 
definitely. 

Mr. Mircueti. Whether the individuals did it or not, have you 
any knowledge? 
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Mr. Frrev. None. 

Mr. Mircuen. That relates to 1948, 1949, 1950, and 1951? 

Mr. Frrez. All years. 

Mr. Mircneny. In the course of your business you buy and also 
sell bulk whisky, do you not @ 

Mr. Friev. We buy. We rarely ever sell. 

Mr. Mircnet,. Sometimes you buy one age and sell another t 
balance ? 

Mr. Fret. That is right. We switch. 

Mr. Mrretenn. Do vou do that bv the purchase of warehor 
receipts? Is that the way title is transferred ? 

Mr. Friev. Usually. 

Mr. Mircneii. Are you aware that purchasers of that whisky might 
hold it for investment ? 

Mr. Linn. Excuse me. Would you mind making that a little more 
plain? I do not quite understand you. Purchase of what whisky? 

Mr. Mircneti. Do you have any knowledge of the purchase of 
bulk whiskies by warehouse receipts by individuals who make those 
purchases for investment purposes, with later resale of the whisky? 

Mr. Friev. The order transfer we would have we would be buying 
for our own use, and we assume that the person who buys from us 
has the same thing in mind. 

Mr. Mircueri. The bulk whisky is bought and sold through you in 
your company ¢ 

Mr. Frrev. That is right. 

Mr. Mircnei. That is one of the departments under you? 

Mr. Frrev. Yes. 

Mr. Mrreneii. Have you in mind any transfer actions where you 
have sold bulk whisky to an individual or a company with the inten 
tion to hold that whisky for investment ? 

Mr. Frrev. I have not any such knowledge. 

Mr. Mircnen. It is out of the ordinary routine of your business, 
is it not? Ordinarily you buy the whisky, case it and sell it? 

Mr. Friern. We buy it for use by ourselves and we assume the other 
feilow who buys it buys it for the same purpose. 

Mr. Mircueti. What I know about this business I have learned in 
the last 3 weeks. All I know is that I am told whisky is purchased as 
bulk whisky on warehouse receipts for purposes of investment, and the 
buyer may later sell that for a profit if he can. You will go that far, 
will you not? 

Mr. Frtev. Provided he is not. in the whisky business. 

Mr. Mircue i. If he does that, he can take his profit as a capital 
gain. 

Mr. Frrev. Provided he is not in the whisky business. 

Mr. Mircne i. I want to know if you know of any transfer actions 
of that sort ? 

Mr. Friev. No, sir. I cannot. remember any. 

Mr. Mrrcnety. You do not know of any cases where distributors 
or individuals in your company bought under those circumstances 
for those purposes? 

Mr. Fret. Not that I know of. 

Mr. Mireneti. Under your direction, is there also the matter of 
the credit that is extended to wholesalers and distributors of your 
products ? 
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Mr. Friev. Yes, sir. 
Mr. MITCHELL. Is that clone by Vol wit! respect to each of the 
subsidiaries, and then do you have a man in that subsidiary who does 


that work ? 


Mr. Fret. Well, we have what you might call a master credit de- 
partment that handles all of the diilerent companies and ail of the 
lines. 

a a 
Mr. Mirenenv. That is run under your supervision or direction 4 


Mr. Frren. Yes. 

Mr. MircHi LL. And that master ¢ redit cle partment would show the 
amount that distributor X in Seattle has in the way of credit, whethe1 
for Calvert or for any of your other subsidiaries ? 

Mr. Friev. That is correct. 

Mr. Mircneti. Is there any limit other than that, of financial re 
sources, that you place upon those credits / 

Mr. F RIEL. Well, the limit would be based (1) on his fi incial 
ability, and (2) his ability to run the business. 

Mr. Mrrcuet. Are there instances where a given distributor would 
receive from your company or its subsidiaries credits that would 
aggregate over $1 million at one time? 

Mr. Friex. Yes. 

Mr. Mircueit,. Would that amount be increased in any instance ¢ 

Mr. Frew. Yes. 

Mr. Mircuett. What would you say, just roughly, is the top limit 
that you have ever extended in the way of credit to any distributo1 
of your products ¢ 

Mr. Frrev. Well, the State of Pennsylvania about a year ago this 
time owed us about $22 million. 

Mr. Mircue... Their credit is pretty good, then. How many 
million ¢ 

Mr. Friev. $22 million. 

Mr. Keating. Do you mean a liquor distributor ? 

Mr. Mircnein. The State of Pennsylvania operates its own. 

Mr. Linp. That is a State monopoly. 

Mr. Cuetr. Is that somewhat similar to Virginia ? 

Mr. Linn. That is correct. 

Mr. Cue tr. It is State owned and controlled? 

Mr. Linp. That is correct. There are 17 of those States in the 
country. 

Mr. Keatina. You are extending credit to the extent of $22 million 
to the State of Pennsylvania 4 

Mr. Friet. To the State of Pennsylvania Liquor Department be- 
cause the general funds of the State cannot be used to pay the liquor 
bills. 

Mr. Mircue.t. So it is not a general obligation and it takes some 
discretion ¢ 

Mr. Friet. It is monopoly. 

Mr. Mircuetit. What would you say is the top limit that you can 
recall, roughly, of the amount of credit you have given to an individual 
corporation or individual ? 

Mr. Friev. Around $3 million or $314 million. 

Mr. Mircneni. Are there many who would get up that high, sir? 

Mr. Friev. No. 
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Mr. Mircunen.. That would be an unusual situation. 

Mr. Friev. Yes. It would probably be less for a single distributor. 

Mr. Mrrcneuyi. Most distributors would receive less; is that right ? 

Mr. Frrev. Very much less. 

Mr. Mircue... Are there any instances wherein you advance capital 
in the form of capital to distributors ? 

Mr. Fret. We have an interest in two distributors, a financial 
interest. 

Mr. Mircnein. In only two? 

Mr. Frret, Yes; where we have actually advanced the capital. 

Mr. Mircnert. Where are those located ? 

Mr. Frrev. One is located right here and the other is located in 
Hartford, Conn. 

Mr. Mircuetyi. Is that the House of Stover? 

Mr. Frieu. Yes. 

Mr. Mrrcneiu. That is the one located here? 

Mr. Frreu. Yes. 

Mr. Mitrcenein. Is that an interest or is that complete ownership? 

Mr. Frret. We own it outright. 

Mr. Mircnenu. In both of those? 

Mr. Frret. No, we own 51 percent in Hartford and 100 percent here. 

Mr. Mircuein. Is the remaining balance of the 49 percent in one of 
them owned by anybody con nected with your company ¢ 

Mr. Frrev. No, sir. 

Mr. Mircnetn, Have you ever made any large or substantial pur- 
chases of bulk whisky from Publicker? 

Mr. Friet. Yes: we have made either two or three. 

Mr. Mrircnetxi. Have you made substantial purchases of bulk from 
Schenley ? 

Mr. Frret. We made one, I would say, 214 years ago. 

Mr. Mirenect. Was that at a time when Schenley was in financial 
difficulty ? 

Mr. Frreu. I did not know they were in financial difficulty. 

Mr. Mrreneti. I do not either, but I am asking you the question. 

Mr. I’rrev. No. 

Mr. Mircnety. Did the status of Schenley have anything to do with 
your purchase of that whisky? 

Mr. I’rren. No, sir. 

Mr. Mircnent, What was the purpose of that purchase? 

Mr. Fret. They were the ones who had some 1941 or 1942 or 1940 
whisky. It was the only place to get it. 

Mr. Mircenriz. Did you ever purchase a substantial amount from 
National Distillers? 

Mr. Frre.. On two or three occasions. 

Mr. Mrreneit. What was the purpose of those purchases? 

Mr. Frrev. It was our purpose to buy aged whisky. 

Mr. Mitcnetn. I wish to make it clear to you and the committee and 
for the record, I do not mean to suggest any opinion of my own with 
respect to the fin: in if al conditi ion va one of these companies. I just 
asked the question that way, and I am glad Mr, Friel has made that 
clear. 

Mr. Friel, what ab6ut Hiram Walker? Have you purchased from 
them ? 
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Mr. F RIEL. Not that | know of. No. we did not. We did not. 

Mr. Mrrene.t. That is all, Mr. Chairman. 

Mr. Keatina. Mr. Friel, Mr. Landa, at the time when he called you 
and solicited these contributions, was a member of a firm which was 
acting as your Washington counsel; is that right? 

Mr. Frren. That is right. Davies, Richberg, Beebe, Landa and 
Richardson. 

Mr. Keatrnc. He advised you to make contributions to the Demo- 
cratic National Committee ? 

Mr. Frrev. He did not advise us to. He first told me he was calling 
up, I think, at the suggestion of Johnson, and then he said. I think, 
we ought to do it. 

Mr. Kearine. I think you testified he said you ought to or that it 
would be a good thing if you did. 

Mr. Frren. No; not that it would be a good thing. 

Mr. Keatine. That you ought to do something for them ¢ 

Mr. Fret. That we ought to do something for the campaign. 

Mr. Keatine. And along about that same time you got a call from 
Mr. Joseph B. Keenan ¢ 

Mr. Frret. Keenan’s call came about 10 days later. 

Mr. Keatinc. He isa Washineton lawyer ¢ 

Mr. Frien. Yes. 

Mr. Keattnc. Had you known him before? 

Mr. Friev. I met him 6 or 7 years before. 

Mr. Kearine. He never did any legal work for you or your com- 
pany here in Washington ? 

Mr. Frien. No, sir. 

Mr. Kearine. His advice was to the same general effect, was it? 

Mr. F rien. Along the same lines. 

Mr. Keatine. Were you the one who actually collected this money ¢ 

Mr. Friex. No, sir. 

Mr. Keatine. To whom did you turn over that job? 

Mr. Friev. That I cannot recall. I probably talked to two or three 
and they decided among themselves what they were going to do. 

Mr. Keatina. Did they bring the money back to you eventually ? 

Mr. Frrev. Yes, sir. 

Mr. Keatine. Was that money raised among officials and lawyers 
and people working with Seagram ¢ 

Mr. I RIEL. I assume among people who could afford to make con- 
tributions. 

Mr. Keatine. Did you tap any of your distributors for that ? 

Mr. Friev. No, sir. 

Mr. Keating. You think it was all from executives and people 
working in and around Seagram ¢ 

Mr. Friev. That is right. 

Mr. Keating. And that money was all brought to you ? 

Mr. Frrev. That is correct. 

Mr. Keatrine. Anc it amounted to $50,000 ? 

Mr. Friet. I am not sure whether it was $53,000 or $55,000. 

Mr. Keatrina. Was it understood that you were to split that up 
between two parties? 

Mr. Friet. There was a general impression as to how it was to 
be split up. 
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Mr. Keating. Was it told to those who contributed ? 

Mr. Friev. It might have been discussed, that the Democrats 
probably needed the money more than the Republicans and they 
might get a little more 

Mr. Keratine. It was all a matter of the need, that was the determin- 
ing factor? 

Mr. Frrev. I think so; yes. 

Mr. Keating. Which party needed it more ? 

Mr. Frien. That is correct. 

Mr. Keatinc. There was no consideration given as to which party 
it would be most advantageous to contribute ¢ 

Mr. Fret. None whatever. 

Mr. Kreatine. Were you the one who made that division ? 

Mr. Frrev. I do not think I made the division alone. I think it 
was discussed around. There was a general feeling. 

Mr. Keating. Was there a committee appointed to make the 
division ? 

Mr. Frrev. If there was, I was not on it and did not know anything 
about it. 

Mr. Krattne. But you were the one who turned over the funds in 
each instance, as I understand it? 

Mr. Frrev. Yes, sir. 

Mr. Kearine. Was it the unanimous feeling among the group with 
whom you consulted that $30,000 should go to the Democrats and 
20—was it an even 20 or twenty-odd ? 

Mr. Friev. It was 20 and 30. 

Mr. Kratinc. Who got the other three or four thousand ? 

Mr. Frrev. I think that was split up among the various State 
organizations. 

Mr. Keatine. On roughly the same basis? 

Mr. Friex. That I do not recall. 

Mr. Keatina. Did you turn over that money to the States? 

Mr. Friev. No. I turned it over to somebody there and I suppose 
they handed it out to somebody else who made a request for it. 

Mr. Kratinc. How much did you contribute per sonally ¢ 

Mr. Frrev. I do not know whether it was $500 or $1,000. 

Mr. Keating. Did that go to the Democrats or the ‘Republicans? 

Mr. Friev. It went into the pot. 

Mr. Kratina. This pot is something new that we did not hear about 
in your original testimony in executive session, as I recall, and that 
is the reason for my interest. 

Mr. Mrrenexy. It was discussed. 

Mr. Keatina. I will withdraw that, then. 

Mr. Friex. I intended to include that. 

Mr. Keating. Counsel tells me that you did and I want the record 
to show that I was mistaken in that regard. But this distribution 
of $30,000 to the Democrats and $20,000 to the Republicans met with 
your approval? 

Mr. Fret. Yes, sir. 

Mr. Keatine. When these people were solicited for funds, they 
were told that they were giving to a pot which was going to both 


parties, did they? 
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Mr. Frret. I assume so. I did not do the talking. I did not 
raise it. 

Mr. Kearine. You did not solicit any of the money / 

Mr. Frrev. I did not. 

Mr. Keating. Had it been your practice in the past to contribute 
to both parties? 

Mr. Frret. My individual practice? 

Mr. Keatina. Yes. 

Mr. Frrev. Once or twice, yes. 

Mr. Keartine. Since that time, the 1948 campaign, you and your 
associates in Seagram have made no political contributions? 

Mr. Frrev. Not asa group, no. I might have given $25 or $50 here 
or there to different chaps that I knew who were running. 

Mr. Keatine. But not as a group? 

Mr. Frrev. No; not as a group. 

Mr. Keatrtne. And you did not as a group discuss the making of 
any contributions in the spring of 1949? 

Mr. Frret. No, sir. 

Mr. Keatine. And nothing was done by anyone about making up 
the deficit in the Democratic Party after the election in 1948? 

Mr. Fret. I never heard of a deficit until recently. 

Mr. CuexFr. Mr. Friel, I take it this money was raised among the 
officers and other officials of the company of both parties. Is that 
the reason you wanted to divide it? In other words, I understand 
you probably got some money from some Democrats and some Repub- 
licans. Is my interpretation correct ? 

Mr. Frret. I think that is right, and I also think there was a gen- 
eral feeling among the average men who have a halfway decent job 
that you have two. parties and you have to support both. You can- 
not just give one all the money and the other none. 

Mr. Cuetr. Thank you very much. Have you anything further, 
Mr. Mitchell ? 

Mr. Mircnett. I have nothing further. 

Mr. Cuetr. The committee will recess at this time until tomorrow 
morning. 

It is necessary that we go on the floor of the House. 

(Whereupon, at 3 p. m., the subcommittee adjourned to reconvene 
at 10a. m., Friday, June 27, 1952.) 
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House or REPRESENTATIVES, SPECIAL 
SuspcoMMITTEE To INVESTIGATE THE DEPARTMENT 
OF JUSTICE OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 346, 
House Office Building, Hon. Frank L. Chelf (chairman of the sub 
committee) presiding. 

Present: Messrs. Chelf, Ramsay, Rodino, Keating, and Hillings. 

Also present: Stephen A. Mitchell, chief counsel; Daniel G. Ken 
nedy, associate counsel; and Robert A. Collier, assistant counsel and 
chief investigator to the subcommittee. 

Mr. Cuevr. The committee will come to order. 

Mr. Mitchell, who is the first witness? 

Mr. Mireneuu. Mr. Fischel. 

Mr. Cuetr. Mr. Fischel, I want to apologize to you, sir, and anyone 
else who was inconvenienced last evening. It Wi is a situation over 
which we had no control and we could not come back. We apologize for 
any ine onve nience. 

Mr. Fischel, will you stand to be sworn, please ? 

Do you solemnly swear that the testimony you are about to give 
on this oce: asion will be the truth, the whole truth. and nothing but the 
truth, so he ‘Ip you God ? 

Mr. Fiscue. I do. 

Mr. Cuetr. Mr. Lind, would you want to sit with Mr. Fischel ? 

Mr. Linp. I would appreciate it, sir. 


TESTIMONY OF VICTOR A. FISCHEL, PRESIDENT, SEAGRAM DIS- 
TILLERS CORP., NEW YORK, N. Y., ACCOMPANIED BY FREDERICK 
J. LIND, JOSEPH E. SEAGRAM & SONS, INC., NEW YORK, N. Y. 


Mr. Cuerr. I would like to say that we may experience some dupli- 
cation of the situation yesterday in that there may be some quorum 
eC alls. 

The committee is determined to go ahead as fast as possible and in as 
orderly a manner as possible in order to reach all witnesses. We hope 
you will bear with us and appreciate and understand the committee’s 
situation and position. We must vote on the floor because that is, after 
all, what we were primarily elected to do. 

Will you proceed, Mr. Collier? 

Mr. Coiirer. Will you give your full name to the committee, please 

Mr. Fiscuen. Victor A. Fischel. 

Mr. Cotirer. What is your occupation ? 
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Mr. Fiscuer. I am president of Seagram Distillers Corp. 

Mr. Couturier. That is a subsidiary of Joseph E. Seagram ? 

Mr. Fiscuen. Yes. 

Mr. Couturier. You are seen ssident of the sales organization ? 

Mr. Fiscuen. Yes, si 

Mr. Cotiier. How ais subsidiary companies does Seagram have 

Mr. Linp. Offhand, I would say about 34, if I may answer that. 

Mr. Coutuier. This is one of the 34? 

Mr. Fiscuen. Yes. 

Mr. Cotuirr. Do you hold any positions in any of the other sub- 
sidiary companies or the parent organization ! 

Mr. Fiscuen. Yes, sir. 

Mr. Coturer. What are they ? 

Mr. Fiscnex. I am director of the board of directors of Seagram 
Corp., Seagram Limited, and of Joseph E. Seagram. 

Mr. Cotuier. Those are the two positions you hold? 

Mr. Fiscuen. Yes. 

Mr. Couiier. When did you first become affiliated with Seagram ? 

Mr. Fiscnen. January 1934. 

Mr. Cotirer. And you have been with them all that time ? 

Mr. Fiscuew. Yes, sir. 

Mr. Couurer. Have you been in the sales field for that period of 
time ¢ 

Mr. Fiscuen. Yes, sir. 

Mr. Coutuier. You have been in charge of the field representatives 
of the Seagram organization, the sales representatives ¢ 

Mr. Fiscuet. Well, not since 1934. I started there and worked up. 

Mr. Cotirer. What other positions have you held ¢ 

Mr. Fiscnen. I was in slants of up-State New York; I was in 
charge of metropolitan New York; I was in charge of the marketing 
division; I was in charge of a brand, nationally; I was vice president 
and then president of Seagram Distillers Corp. 

Mr. Cottier. You have always been in sales? 

Mr. Fiscuex. Yes, sir. 

Mr. Couturier. You are responsible for the distributors today ? 

Mr. Fiscuen. Yes. 

Mr. Couuier. Do you approve any new distributors who are 
taken on? 

Mr. Fiscnen. Yes, sir. 

Mr. Cotiirr. Do you approve the dismissal of any distributors? 

Mr. Fiscrrev. I have final approval. 

Mr. Cottier. Final approval is in your hands? 

Mr. Fiscuen. Yes, sir. 

Mr. Coiirer. You are responsible for the policy regarding the 
wholesalers and distributors ? 

Mr. Fiscuen. Yes, sir. 

Mr. Couiier. You set that policy? 

Mr. Fiscuen. Yes, sir. 

Mr. Couiier. You enforce that policy ? 

Mr. Fiscrev. I make the final decision on it. 

Mr. Cotuirr. During the shortage of whisky during the war years 
did you follow a policy of giving certain distributors more case goods 


than others? Did you ration your distributors? 
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Mr. Fiscnext. We rationed our distributors. 
Mr. Couturer. Did you give certain distributors additional case goods 
f they could bring in bulk whisky to you or sell you bulk whisky ‘ 

Mr. Fiscnen. Yes; we did. 

Mr. Cotiger. What was the basis upon which you operated in that 

onnection ¢ 

Mr. Fiscue,. What we did was, if a distributor had bulk whisky, 

ve would take a barrel of bulk whisky in at what actually came out 
of the barrel, which was approximately 18, 19, 20 cases, and supply 
iim Seagram merchandise for that barrel, or for as many barrels as 
he turned over to us. 

Mr. Cotuier. Did you offer that to all of your distributors? 

Mr. Fiscnen. Yes, sir. 

Mr. Couturier. Did all of your distributors furnish you with bulk 
products ¢ 
_ Mr. Fiscuen. No, sir. 

Mr. Cottier. The ones who did received additional allotments of 
case goods ? 

Mr. Fiscuer. That is right. 

Mr. Couuier. Were those distributors then operating under a con- 
tract for Seagram ? 

Mr. Fiscue.. No, sir. 

Mr. Conzrer. Did any of those distributors ask you for a contract ? 
Did you have occasions that they desired it ? 

Mr. Fiscuet. None, except one. 

Mr. Couiier. How long did you operate without having a policy 
of contract with your distributors? Up until what year? 

Mr. Fiscue.. Up until July 1950. 

Mr. Couturier. And at that time you gave contracts to your dis- 
tributors ? 

Mr. Fiscue.. That is right. 

Mr. Cotiier. Why did you find it necessary to change in 1950 to 
a contractual arrangement with your distributors ¢ 

Mr. Fiscuev. Prior to that time we had many requests from various 
distributors that they would like to have a contract; not all of them, 
but some of them, because there were so many changes of lines going 
on that I thought it would be a good plan, plus the fact that the con- 
tract would be helpful to some of our distributors from a financial 
standpoint as to borrowing from the banks because part of our con- 
tract would help them on that score. 

Mr. Couturier. How many distributors do you have in the United 
States today? 

Mr. Fiscue.. Approximately 200. It is a little difficult for me to 
answer because some of them have branch houses and I do not know 
whether to designate them as a distributor. 

Mr. Co.irer. How many contracts are out ? 

Mr. Fiscne,. Approximately 175. 

Mr. Coutrer. Are all of those contracts the same ? 

Mr. Fiscuer. All the contracts are the same. The period of time 
varies in some of them. 

Mr. Couturier. The length of the contract ? 

Mr. Fiscuen. The length of the contract. 

Mr. Cou.ier. Were all these contracts entered into at the same time? 
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Mr. Fiscuen. Yes, sir. 

Mr. Linp. Excuse me. Mr. Collier, I would like to point out that 
Mr. Fischel does not quite mean that all the contracts are the same. 
There are two States in particular where because of local laws we hav: 
to have a slightly different contract. " 

Mr. Cotuier. Other than complying with State provisions, the con 
tracts are the same / 

Mr. Linp. They are uniform. 

Mr. Couurer. You say they were all entered into at approximately 
the same time? 

Mr. Fiscuen. That is right, sir. 

Mr. Couurer. When did that occur 4 

Mr. Fiscnen. July 1, 1950. 

Mr. Couuter. Why was the date July 1, picked ¢ 

Mr. F isc HEL. I beg your pardon, It is August l. It is the begin 
ning of Seagram’s fiscal year. 

Mr. Coturer. Are all those contracts for 1 year ¢ 

Mr. Fiscuen. Not all of them. The majority. Some are for 
years. Some of them have been for 3 months and 6 months. 

Mr. Corzrer. Are any over 2 years? 

Mr. Fiscuet. None are over 2 years. 

Mr. Coiuier. How many do you have that are 2 year contracts ? 

Mr. Fiscnen. Less than a half dozen. 

Mr. Cottier. Why do you make a distinction with those distrib 
tors? 

Mr. Fiscuev. Well, when they ask us for a longer contract we con 
sider it, and up to this moment we have had few requests for longet 
thana year. They are part of the six that we eranted. 

Mr. Cotuier. And those are for 2 years ¢ 

Mr. Fiscne.. ‘Two years is the peak. 

Mr. Couiier. Did you have any part in the drawing up of this 
contract ? 

Mr. Fiscnen, Well, I discussed it with the legal department. 

Mr. Cotnier. Did you suggest the provisions to be included in it ‘ 

Mr. Fiscue.. Some of them. 

Mr. Cotirer. Which ones ? 

Mr. Fiscuer.. On the question, I suggested that the guaranty pro 
vide that in the contract we protect any distributor who has Seagram 
merchandise and at any time that he wishes to return it, he will get 
100 cents on the dollar for it. I was very much in favor of that so 
as to protect the distributors and help them along the lines in case 
they were in financial—well if they needed additional money, it would 
help their borrowing power. 

Mr. Cotiier. Did you suggest the so-called 90-day clause in the 
contract ¢ 

Mr. Fiscue.. I do not know as I suggested the 90-day clause, but 
I suggested there should be a notice in it, whether it be 90 days or not. 

Mr. Couurer. You suggested there be a time limitation on a notice ? 

Mr. Fiscuen.. Yes, sir. 

Mr. Cottier. For the distributor taking on independent products or 
products other than Seagram ? 

Mr. Fiscur.. Any other product. 

Mr. Couiier. What was the reason for that suggestion ? 











-~9Q7 


INVESTIGATION OF THE DEPARTMENT OF JUSTICE 1 A 


Mr. Fiscuet. Well in many markets we have distributors who sell 
only one distributor serving Seagram, although that distributor carries 
other lines. I felt that maybe they could not financially carry a lot 
of lines and we wanted a period of time after they took any additional 
lines on to put ourselves in the position if it may necessitate our 
putting on additional dist ributors in that particular territory. 

Mr. Courier. It is not true then, that the more varied the products 
ihe distributor has, the better business he can do? 

Mr. Fiscuei. I would say not necessarily. 

Mr. Couturier. At least not to your company. 

May I read into the record the portion of the Seagram contract 
elating to the 90-day agreement : 


Distributor agrees that it will not undertake the distribution of any additional 


rands of aleoholic beverages without giving Seagram 90 days’ written notice 
f its intention so to do, 

Do you inte rpret that as a demand upon the distributor not to take 
on additional independent brands? 

Mr. Fiscuen. No, sir 

Mr. Conirer. You gave that contract to your distributors under 
your jurisdiction: is that right? 

Mr. Fiscuen. Yes, sir. 

Mr. Couurer. You are re spon sible for seeing that any violations 
that occur are properly handled ? 

Mr. Fiscnen. Yes, sir 

Mr. Coriuter. Those violations are reported to you through your 
sales organization ? 

Mr. Fiscuen. Yes, sir 

Mr. Coturer. Did : anyone re ject this contract ? 

Mr. Fiscnen. No, s 

\Ir. COLLIER. Eve ryone took it? 

Mr. Fiscuen. Yes, sir. 

Mr. Cotuier. Did anyone ask for an interpretation of it ? 

Mr. FIscHEL. I do not unde rstand the question. W hen we started 
ut with this contract, Mr. Lind was with me and we explained the 
ontract in detail to every distributor and in turn the distributor took 
the contract back and had it explained by, I imagine, their own at- 
torney and they came back and understood it very clearly. 

Mr. Coturer. No one asked you for an interpretation of the 90- 
day clause ? 

Mr. Fiscnen. To the best of my knowledge, no. 

Mr. Coniier. Did you discuss with the distributors the fact as to 
whether a violation of any ; part of this clause would be a violation 
of the contract or the terms of the contract ? 

Mr. Fiscnen. I think it was right in the contract. 

Mr. Couirer. Do you consider that a violation terminates the 
contract ¢ 

Mr. Linn. Mr. Collier, that is a legal question that I prefer to an- 
swer. A violation of oe provision in the contract does not auté 
matically terminate the contract al more than it would any ethane 
contract. Now, what would be done in the event of a violation is 
something for our decision. 

Mr. Coturer. What has been done in recent instances of violations? 
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Mr. Fiscuen. We have never terminated a contract yet. In cas 
where lines have been taken on without notifying, we have either 
vised them verbally or in writing. 

Mr. Coturer. Advised them what ¢ 

Mr. Fiscuen. That they had not notified us on the 90-day not 
and they immediately did it. 

Mr. Coruier. They immediately did it and got rid of the indepe: 
line that they had taken on 4 

Mr. Fiscuen. No, sir. 

Mr. Conuier. You are familiar with the fact that many of th 
distributors owe you money ¢ 
Mr. I'iscnen. Yes, sir. 

Mr. Coturer. Some up to the extent of $314 million ¢ 
Mr. Fiscuen. I do not know the amount. 

Mr. Cotter. But you are familiar with the fact that they do 
oO aeeee 


sO) I 


Mr. Fiscuen. It is a large amount. 

Mr. Courier. In the early part of March 1952, did you attend 
luncheon which was later reported in the press where certain stat: 
ments were attributed to you regarding the enforcement of the 90-day 
clause in the contract / 

Mr. Fiscuer. Yes, sir. 

Mr. Conuer. Do you recall the date of that luncheon? 

Mr. Fiscner. Not offhand. 

Mr. Mircnein. It was reported in the Journal of Commerce 
March 26, 1952. Could you place the date from that ? 

Mr. Fiscren. It was around that period that the luncheon was. 

Mr. Cotiirr. About a week before that ? 

Mr. Fiscrret. I believe so. 

Mr. Cotuier. I would like to read a portion of an article from th 
Journal of Commerce, under date of Mesch 26, 1952. 

Meanwhile, Victor A. Fischel, president of Seagram Distillers Corp. to 
a luncheon group of wholesalers that he was “tired of having his lines taken fi 
granted by the jobbers.” 

On the occasion of introducing a new advertising agency for Gallagher 
Burton, a Seagram subsidiary, Mr. Fischel bluntly told wholesalers from th: 
New York, New Jersey, and Connecticut areas that he was not permitting his 
jobbers to take on new lines from other companies and that he evolved price 
reduction deals for retailers with other companies on a ratio basis tu place ar 
equal amount of capital behind the Seagram line. 

Is that a correct statement ? 

Mr. Fiscuer. No, sir. 

Mr. Cotiter. What did you say at the luncheon ? 

Mr. Fiscuet. I did not have a written speech. It was impromptu. 

Mr. Cotirer. Did you not have a manuscript ? 

Mr. Fiscuen. That is right. I spoke to the men and I was referring 
to the many distributors who were taking on lines and not giving us 
notification on the 90-day clause. 

Mr. Corxrer. But you did not say what is attributed to you in this 
newspaper report. 

Mr. Fiscne.. Not exactly. On the other part of it, you mentioned— 
what was the other section there ? 

Mr. Couturier (reading) : 

And that he evolved price reduction deals for retailers with other companies 
on a ratio basis to place an equal amount of capital behind the Seagram line. 
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Mr. Fiscuev. I will explain what I was referring to there. He 
toes not even have that part of it right. 

Whereby a distributor has the Seagram line and many other lines, 
nd he on his own was giving large discounts on other peoples’ lines 

d not giving them on Seagram, we felt that the distributor should 

f us on an equal basis with the othe r lines that he was selling. 

Mr. Cotiter. That is what you were saying § 

Mr. Fiscuen. Yes. 

Mr. Cottier. You were introduced as the president of your com 

ny ¢ 

Mr. Fiscnen, I suppose so. 

Mr. COLLIER. You spoke as the president, officially i 

Mr. Fiscuen. Yes, sir. 

Mr. Cottrer. I would like to introduce this clipping as an exhil 

Mr. Keatine. What paper is that from ¢ 

Mr. Cotiier. This is the Journal of Commerce, March 26, 1952. 

( The document above referred to was mark (| “Exhibit 20)” and 

as received nev idence. mee p- TOD. ) 

Mr. Cotuter. I would like to give you another reporter’s version 
of the same incident. This is reported in the April 1952 issue of the 
Glass Packer magazine. This a trade Journal. 

Mr. Linn. Mr. Collier, may I interrupt you and ask that the record 
show that the same reporter wrote both stories ? 

Mr. Cotiier. Do you know that to be a fact ? 

Mr. Linp. Yes, sir. 

Mr. Couturier. I will read the article in the Glass Packer magazine 

| part: 

Victor A. Fischel, president of Seagram Distillers Corp., took off his gauntlet 
ind threw it right in the face of the straight-whisky companies. Mr. Fischel, 
whose Seagram Seven Crown is the biggest selling whisky in the country, 
and is in the A blend category, let it be known that he has no intention of 
sitting idly by and letting wholesalers who have their lines cooperate with 
straight-whisky distillers. 

He made this emphatically clear at a luncheon held to introduce a new ad 
vertising agency, Dowd, Redfield & Johnstone, to handle the Gallagher & Burton 
line, which is a subsidiary of Seagram's. 

The red-headed sales leader pounded on the table and announced that hence 
forth when any of his jobbers came to ask permission, which is necessary under 
the Seagram franchise, to take on a straight line, “Then I'll tell him ‘No,’” he 
said. “And any of my jobbers who have other lines and have been contributing 
money in any ratio with another distributor to put across a ‘deal,’ will have 
to put up the same amount of money to support the Seagram line. And we'd 
probably want them to use that amount for advertising.” 

This is the first aggressive step taken, with an iron hand in velvet-glove atti- 
tude, by the sales company which is on the top of the heap, to meet the 
increasing competition arising with the move of straights to undereut blends 
on a price basis. 

Mr. Keatine. Who reported that? 

Mr. Linp. Crasny, sir. 

Mr. Keatinea. He is associated with the New York Journal of 
Commerce ? 

Mr. Linn. That is correct, sir. 

Mr. Cotuter. Did you determine that he wrote both these stories? 

Mr. Linp. Yes, sir. 

Mr. Couuier. Did he tell you? 

Mr. Linn. He told one of my associates. 
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Mr. Couturier. Did you protest the fact that this was published in this 
form ¢ 

Mr. Linp. Yes, but it is hardly any use. It is like trying to get a 
refutation of some rash statement. You never get the publicity the 
second time that you got in the original statement. 

Mr. Keating. When did you protest to him? 

Mr. Linp. I forget, sir, just exactly when. I do not recall exactly 
when it was called to my attention. I would say within a week after 
itappeared. I would not be too accurate on that. 

Mr. Cuetr. Go ahead, Mr. Collier. 

Mr. Cotuier. Mr. Fischel, does your organization maintain a master 
credit list for all your distributors ¢ 

Mr. Fiscuer. I could not tell you that. It is out of my department 

Mr. Coturer. You do not know ? 

Mr. Fiscnen. I do not know that. 

Mr. Couirer. You do get reports relating to your distributors, show 
ing the stocks ot Inventory which they have on hand, and the trends ot 
your sales as opposed to the independent brands which they carry ‘ 

Mr. Fiscuen. It depends on my own sales. I do not know about 
the other brands, except W here official figures come out in some States. 

Mr. Cotirer. Do you have a distributor in Chicago, I1., by the name 
of the Old Rose Distributing Co. 4 

Mr. F'iscuen. Yes, sir. 

Mr. Conuier. Does that distributing company have a_ contract 
similar to the one which we have discussed ? 

Mr. Fiscuen. Yes, sir. 

Mr .Cotirer. When was that contract put into effect ? 

Mr. Fiscurn. August 1, 1951. The present contract. 

Mr. Couturer. Who is the owner and operator of that distributing 
house ? 

Mr. Fiscre:. Morey Frank. 

Mr. Cotumr. M-a-u-r-y ? 

Mr. Fiscur:. I would spell it M-o-r-e-y. 

Mr. Linp. I think the man’s name is Maurice Frank. I made the 
mistake there the other day. 

Mr. Covirer. Have you had any occasion to discuss the 90-day cor 
tract with Mr. Maurice Frank ? 

Mr. Fiscnen. Yes, sir. 

Mr. Conurer. What were the circumstances regarding it? 

Mr. Fitscuren,. Within the 90 days he took a distributor on without 
notfiving us. 

Mr. Couturier. He violated the 90-day clause ? 

Mr. Fiscnen. Yes. 

Mr. Conuier. When did that occur? 

Mr. Fiscnen. Within the last 90 days. 

Mr. Coutrer. He violated the 90-day clause within the last 
months ? 

Mr. Fiscuenu. Yes. 

Mr. Contumr. What occurred ? 

Mr. Fiscnen. Our representative in Chicago spoke to him and he 
was going to retract it and, as far as I know, he did. I have not re 
ceived any letter from him, whether he has or not. 

Mr. Coturer. When did you first learn that he had violated the 
90 day notice clause ? 
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Mr. Fiscuer. One of my men told me and at a later date I was 
with Mr. Maurice Frank on the train going to Indianapolis to an 
opening and he told me just what happened. 

Mr. Coiurer. One of your sales representatives in Chicago in 
formed you that he had taken on an independent line; is that right ¢ 

Mr. Fiscue.. Yes, sir. 

Mr. COLLIER. Had he already purchased this li 4 

Mr. FIscuet. I do not know. 

Mr. Corurer. Did he have any cases of the product on hand ? 

Mr. Fiscut L. I would think he did h ive but l am not sure of that 

Mr. COLLIER. Probably 50 or 60 cases 7 

Mr. Frscuen. I could not tell you. 

Mr. Coxiurer. You do not know the amount? 

Mr. Fiscnen. I do not know. 

Mr. Cotirer. Then did you contact Mr. Maurice Frank? 

Mr. Fiscnen. No, sir. 

Mr. Cotumr. Drd he contact you! 

Mr. Fiscuen. Yes, sir. 

Mr. Corner. When? How long after you were told did he cor 
tact you! 

Mr. Fiscuren. I would say within a week. 

Mr. Coturer. What did he tell you at that time ? 

Mr. Fis¢ HEL. That he forgot ‘abo it the 90-dav clause in his con 
tract, ; 

Mr. Contirer. What was he going to do about it 7 

Mr. FiscHen. He did not tell me at the time on the telephone. He 

d he was sorry about it but he was v orking it out. 

Mr. Cottier. Did he later tell you what he was going to do about it ? 

Mr. Fiscnen. On the train. 

Mr. Couturier. On the train? 

Mr. Fiscuen. That he was not voll @ to carry the line. 

Mr. Coturer. What was the name of this brand ¢ 

Mr. Fiscnen. Joe Louis. 

Mir. COLLIER. Joe Lou bourbon 7 Is that th heavvy e olt Joe 
Louis? 

Mr. Fiscnen. I only know that the name he mentioned to 1 
Joe Louis. I do not know whether it was whisky, bourbon, or what. 

Mr. Keatinea. Is that made in Kentucky, that Joe Louis? 

Mr. FIscHEL, I do not know where it is made. 

Mr. Cotxrer. You do not know the distiller or the independent dis- 
tiller who placed this in Mr. Maurice Frank’s business ? 

Mr. Fiscnen. I did not the other day but since the other day I] 
know. ' 

Mr. Cotter. That is the Old Joe Distillery Co.? 

Mr. Fiscuen. That is what you said. 

Mr. COLLIER. Have you evel been notified that the line has been 
taken away, except by him? Have you been notified that he returned 
the product to the Old Joe Distillery Co. ? 

Mr. FISCHEL. He told me on the train he was coll g TO discontinue 
it. Whether he did or not I do not know to this moment. 

Mr. Coiirer. Have you ever given any instructions to your dis- 
tributors to take on an independent line but to sit on it, or not push 
it ? 
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Mr. Fiscuen. No, sir. 

Mr. Cotuier. Have you ever given any instructions to your dis 
tributors to take on an independent line but if it becomes a good 
seller to get rid of it? 

Mr. Fiscuen. No, sir. 

Mr. Corer. Have you ever heard of anyone acting for you 
under you doing that ¢ 

Mr. Fiscuen. No, sir . 

Mr. Couurer. That is all. 

Mr. Cuer. Are there any questions, gentlemen? Thank you vei 
much, gentlemen. 

(By later order of the subcommittee, the following testimony ot 
Mr. Victor Fischel and Mr. Frederick J. Lind in executive session 01 
June 25, 1952, is incorporated in the record of this hearing at this 
point.) 


TESTIMONY OF VICTOR FISCHEL, PRESIDENT, SEAGRAM DISTILL- 
ERS CORP., AND FREDERICK J. LIND, ATTORNEY, NEW YORK, 
N. Y. 


Mr. Coizrer. Will you give your full name for the record, please ? 

Mr. Fiscnex.. Victor Fischel. 

Mr. Cottier. Your title ? 

Mr. Fiscuer. President, Seagram Distillers Corp. 

Mr. Cottier. How long have you been with Seagram ? 

Mr. Fiscuren. I have been with the American company since Janu- 
ary 4, 1934. 

Mr. Coxtiier. Have you been in the sales organization primarily ? 

Mr. Fiscnen. Yes, sir; all the time. 

Mr. Couturier. And earlier you were sales manager in certain areas 
part of the time? 

Mr. Fiscuen. That is right. 

Mr. Cottier. What areas ? 

Mr. Fiscuen. I was sales manager in up-State New York first, and 
then I was assistant metropolitan manager and then sales manager 
in metropolitan New York. Then I was transferred to the national 
organization, and then I went through as director of marketing and 
was head for certain brands of whisky. Then I was vice president, 
and president. 

Mr. Corner. Are you familiar with the Seagram contract with 
wholesale distributors ? 

Mr. Fiscuen. Yes, sir. 

Mr. Cotuier. Does that contract contain a 90-day notice clause, be- 
fore taking independent brands? 

Mr. Fiscuev. It calls for a 90-day notice, that they should notify 
us before taking on any brands. 

Mr. Couturier. You are familiar with the contract and the way it is 
written and all? 

Mr. Fiscnen. Yes, sir. 

Mr. Cotiier. We covered this with Mr. Lind and we wanted to be 
sure you knew, of your own knowledge, the conditions in the contract. 

Mr. Fiscuen. I do. 
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Mr. Couturier. You are familiar with the Brown & Kaiser Distribut- 
ng Co., in Louisville, Ky. ¢ 

Mr. oo Yes, sir. 

Mr. Coturer. We understand from previous testimony that your 
ontract with that company for the distribution of Seagram products, 
was terminated. 

Mr. Fiscuen. Yes, sir. 

Mr. Coturer. Do you know the circumstances relating to that ? 

Mr. Fiscueu. Yes, sir. 

Mr. Couirer. Will you furnish that? 

Mr. Fiscueu. I will give you the story from the beginning: As 
far as our records are concerned, we started to do business with Brown 
& Kaiser Co. in August 1938. They bought the Seagram line. I 
only heard about this as Mr. Lind mentioned it to me this morning. 

do not know all the brands we sold them. Whether it was Five 
Crown and Kessler or not, but it was the Seagram line at that time. 

They sold in our fiscal year—our year starts August 1—and I am 
voing to quote you figures here that run from August 1 to July dl 

Mr. Couurer. You obtaine d these fivure 4 

Mr. Fiscuen. Over the telephone from our official records in New 
York. This will show you just what the situation is in answer to 
your question. 

In the year 1938 to 1959 we shipped them 1,530 cases. In the next 
fiscal year, 1959 to 1940, we shipped them 1.376 cases. In the year 
1940-41 we shipped them 3,580 cases. In the year 1941-42 we shipped 
them 5,008 cases. In the year 1942 to 1943—and bear in mind that we 
started a rationing program in November all over the country and that 
is the time the war started. It was November 1942 when we started 
rationing our merchandise and still shipped them 5,008 cases—in the 
year 1942-43 we shipped Brown & Kaiser 6,460 cases. In the year 
1943-44 we shipped them 5,875 cases. 

In about the summer of 1944 I got a telephone call from our division 
manager, that Bob Kaiser was coming in to see me, as he had some 
bulk whisky. 

Mr. Cotuier. Your manager informed you that Kaiser was com- 
ng in¢ 

Mr. Fiscuen. Well, he had dealings with our division manager in 
Chicago, who has charge of that district. 

Mr. Conurer. What is his name? 

Mr. Fiscue,. William Teece. He and Teece were the first ones 
vho discussed the matter, and Teece called me up and said that Bob 
Kaiser had some whisky and he would come in to see me in New York, 
which he did. 

I do not remember at this moment whether we had one, two, or three 
meetings, but it was all concerning this bulk whisky that he had. He 
wanted to make a deal with us to sell us the bulk whisky that he had 
and in return we were to give him certain Seagram merchandise. 

At about that time—because it started in August 1944—we started 
on this deal, and the deal was that we were to give him around 4,000 
cases. I have it here, 4,036, but around 4,000 cases a month for, and in 
consideration of, him turning over to us 4,000 barrels of whisky. 

He then said that he had a tax problem and that he could not turn 
over all this whisky to us, but that he would give us 200 barrels to 
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start with, and after he had worked out his own situation with h 
tax people he would turn over the balance of this whisky to us. 

We took him on his word. It was a gentlemen’s agreement. Ther 
was nothing on paper. We said, “All right,” and he did turn ov 
the 200 barrels. 

Subsequently, starting in 1944, that fiscal year, through 1945, ws 
shipped him 49,941 cases of Seagram merchandise. In August, the 
next year, 1945, and ending in December 1945, we shipped him a 
add Tio! | 16.694 Cases. 

Poni where in this period Mr. Kaiser came and said—we had aske 
him where the balance was, that at this time he should have cleare 
up the situation, and where was the balance of the 3,800 barrels he 


was to deliver to us—he said he would turn it over to us provided we 
gave him a 7-year contract. At that time we had not given anybody) 


any conti ict -and Is vic we had made no agreement to that score, that 
we were not going to give him ai \ contract, but only that we would 
vive him 4.000 cases a month. 

Bear in mind that we were taking barrels in and giving approx! 
Ih) itely zU cases to a barre] of our merchandise for a barrel ot bulk 


] 


wh \ a 50-gallon barrel. 

We had during that period of time—as | say, I cannot give you 
the dates, It is hazy 1m my mind. 

Mr. Cottier. What year was that ? 

Mr. Fiscuen. That was 1945. 

Mr. Cotirer. During the early part ! 

Mr. Fiscuer. I would imagine so. Again, I am guessing at the 
exact dates because there were several telephone calls, anda finally I 
met him in Chicago sometime in the fall of 1945 and he again said 
he would give us the balance of that if we would give him a 7 yeal 
contract, which I refused to do, and we had a discussion, and that 
the reason he was terminated. He never did give us that whisky 
We neve r got the whisky. We went ahead with our agreement al 
he rec ved these additional cases of Seagram for the 200 barrels. 

Mr. Cotiter. Now, the whisky delivered to him prior to 1944 had 
not been delivered unde any contract ¢ 

Mr. F'iscnen. None whatsoever. 

Ir. Coturer. The whisky delivered to him during the year 1944 


> 4} "4 
(ithe early part of LY+4o 


Mr. Fis HEL. There was no contract. 

Mr. Conturer (continuing). When the relations were terminated 
were not In the contract ? 

Mr. Fiscuren. No, sir. 

Mr. Conner. When did he first mention, according to your recolle 
tion. the desire to have a contract ? 

Mr. Fisenen. I know he said he had some sort of a tax problem 
and was PO01INg to take from 6 to 9 months to straighten it up, SO I know 
there was no discussion about this whisky for 6 to 9 months after we 
started. That is, after August 1944. I would say any discussions 
that took place took place some time in 1945. . 


Mr. CoLLier. Yo | had an original cdliscussion regarding hi supply 
¢ you with bulk whisky and your supplying him with 4,000 cases per 
month. At that time, was there any mention of a contract 4 


Mr. Fiscuen. No, sir. 


i] 
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Mr. Cotirer. It was in 1945 that you recall the first contract ? 

Mr. Fiscuev. That is when he first mentioned the contract to me. 

Mr. Cotuier. Are you getting this from your recollections or do you 
have any papers or documents or other written proof of the negotia- 
tions carried on between you and Mr. Kaiser / 

Mr. Fiscnen. | had the negotiations, my self. 

Mr. Cotuier. But there is nothing in writing? 

Mr. Fiscnen. That is right. 

Mr. Corurer. This is all your own recollection of what happened ? 

Mr. Fiscnen. Yes. 

Mr. Cottmr. And the negotiations were carried on between Kaiser 
and you and partly between Kaiser and Mr. Teece / 

Mr. Fiscuen. That is correct. 

Mr. (COLLIER. Was someone else involved in this? 

Mr. Fiscue:. Any time we bought bulk whisky, Mr. Friel took the 
certificates and paid for them. 

Mr. Couturier. Did he enter into these negotiations / 

Mr. Fiscne. I think maybe he spoke to Bob Kaiser once or twice. 
I'm almost sure of it. 

Mr. Couurer. You had ho exchange of correspondence about this? 

Mr. FIscuet. None whatsoever. It was all verbal anda vent lemen’s 
agreement, 

Mr. Coturer. You terminated your shipments to Brown & Kaiser 
Co. because he failed to deliver the bulk goods ? Is that the reason you 
cut him off? 

Mr. Fiscuer. You might put it that way; yes. This was the cause 
of the discussion we had with him, and if we were not going to be able 
to get on with him, there would be no sense in him being a Seagram 
distributor if we could not work together. That led up to the end of 
our deal with him. 

Mr. Cotiier. Who then took over your Seagram line in that area? 

Mr. Fiscuet. We changed a lot. I cannot eive youa definite answe) 
on that. Out of the State we made several changes at that time but 
Falls City Liquor took it over in Louisville. They took over part of 
the State. I am not too familiar with the local districts but Falls 
City took over. 

Mr. Coturer. Fall City Distributing Co.? 

Mr. Fiscnen:. Phil Leviteh and Leon Levitch. 

Mr. Cotuizr. Brown & Kaiser was distributor for only part of the 
State ¢ , 

Mr. Fiscue.. I believe it was only part of the State. 

Mr. Couuier. As soon as you cut him off, you had to find another 
distributor ¢ 

Mr. Fiscue,. We found another distributor; yes. 

Mr. Couuier. That is all. 

Mr. Cueir. Are there any questions? 

Mr. RoGeErs. Yes: I have a question. Now you mentioned you 
started rationing in 1942. What do you mean by that ? 

Mr. IF IscHEL. That was the—from November 1942, that was the 
period—the orders we had received from all over the country were so 


great that we could not possibly deliver and that was when we stopped 
making whisky, right around that time, on account of the war. We 
were not making any whisky and we were supplying 1 


} ese orders we 
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had received from the distributors and they were coming in by leap: 
and bounds. ‘To give an equal distribution to all our distributors al] 
over the country we went on a rationing program and we started that 
in November of 1942 and carried it on during the war. 

Mr. Rocers. Did you ration these people at Louisville you were 
talking about ? 

Mr. Fiscue.. Every distributor in the country, sir. 

Mr. Rogers. Was the liquor situation such that at that time you di: 
hot have enough to sell to all people who wanted it ¢ 

Mr. Fiscue.. That is correct. 

Mr. Rogers. Now this transaction you talk about where he had 4,00 
barrels of whisky, you agreed with him that if he would deliver this 
whisky and let you buy it, you in turn would be in a position to not 
follow your regular rationing program but by his selling it to you, 
you would give him a preference whereby he could purchase £001 
cases a month? 

Mr. Fiscurn.. That is correct. 

Mr. Rocers. When was that ¢ 

Mr. Fiscuen. That started in August 1944. 

Mr. Rocers. That is when whisky was still short ? 

Mr. Fiscue.. Oh, yes; it was still on ration. 

Mr. Rogers. And if you had not have gotten this whisky, could you 
have delivered the orders of 4,000 cases a month ? 

Mr. Fiscurn. Oh, no. 

Mr. Rogers. Now the 200 barrels, for them, you did deliver the 
1,000 cases a month per agreement ¢ 

Mr. Fiscuen. That is right. 

Mr. Rocers. Did you deliver any in excess of the agreement ? 

Mr. Ficnen. Oh, yes. Let me explain this to you. The deal was 
made on the 4,000 barrels—the original proposition, sir, and based or 
the 4,000 barrels he was to get 4,000 cases a month. But we only got 
200 barrels we 

Mr. Rocers. How many cases were you delivering per barrel ¢ 

Mr. Fiscuen.. Twenty cases to the barrel. 

Mr. Rocers. Then you soon took up the 200 that he delivered ? 

Mr. Fiscnen. In 1 month, and we continued to do it. 

Mr. Rocers. And you continued to do it until you delivered him how 
many cases ¢ 

Mr. Fiscuent. That year, 1944-45, we delivered him 49,941 cases and 
in 5 months, the end of the year 1945, we delivered him 16,694 cases, a 
total of about 66,000 cases, 

Mr. Rocrers. Which was in excess of how many thousand that he was 
supposed to receive for the 200 barrels turned over to you# What was 
the excess there ¢ 

Mr. Fiscue.. Between 50,000 and 55,000. About 53,000 cases extra. 

Mr. Rocers. He otherwise would have not received them except fo1 
this agreement ? 

Mr. Fiscue.. That is correct. 

Mr. Rogers. Did you get any of this whisky at all from him, ever ? 

Mr. Fiscner. No, sir. 

Mr. Couirer. This agreement was not in writing? 

Mr. Fiscuer. No, sir. 

Mr. Coutrer. It was a verbal agreement between yourself and Mr. 
Kaiser ? 
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Mr. Fiscuer. That is right, sir. 

Mr. Couturier. If he varies from this, that is his recollection as op- 
sosed to yours. 
~ Mr. Fiscuen. That is right, sir. 

Mr. Cuetr. Did you ever take any act ion to try to enforce the verbal 
contract 4 

Mr. Fiscnen. No, sir. 

Mr. Roeers. With regard to the price and sale of whisky at that time, 
how much actual profit would that have meant to the man? 

Mr. Fiscuet. I can give you a rough idea. It would be about $5 a 

ase gross profit that he made on 50,000 to 55,000 cases. 

Mr. Rogers. It would be around $250,000, less his expenses. 

Mr. Fiscnen. His operating expenses. 

Mr. Roeers. And that he got by virtue of making this promise which 
later he did not fulfill ? 

Mr. Fiscuen. That is right. 

Mr. Couturier. Are you familiar with the Kiefer-Stewart case? 

Mr. Fiscuex. Yes, sir. 

Mr. Coturer. Are you familiar with the facts that were levied in that 
case against your company ¢ 

Mr. Fiscnen. Yes, sir. 

Mr. Coturer. When was the payment on those damages made ? 

Mr. Fiscuen. I would have to answer that. We sent that check about 
60 days after our petition for a hearing before the Supreme Court was 
turned down. Just about 60 days after. 

Mr. Cotirer. Did you make it in one payment or several ? 

Mr. Fiscne.. One payment. 

Mr. Cotirer. That was in the amount of how much ? 

Mr. Fiscuen. It was $1,025,000 plus interest. The interest was about 
$6,000 a month, as I recall, for a couple of months. 

Mr. Cotirer. Mr. Fischel, are you familiar with the Capitol Wine & 
Liquor Co. ¢ 

Mr. Lrnpv. That did not involve Mr. Fischel’s end of the business. 

Mr. Cotirer. And your company was not involved; is that the 
answer ¢ 

Mr. Fiscuen. That is correct. 

Mr. Cotiier. Any information we seek relating to that could come 
from Mr. Lind? 

Mr. Fiscnen. That is right. 

Mr. Cottier. You are not familiar with anything relating to this 
particular situation ? 

Mr. Fiscnen. I do not know any of the details. I know there was 


a settlement made there. 


Mr. Cottier. Do you remember how much ? 

Mr. Fiscuen. I do not. 

Mr. Corurer. Are you familiar with any other suits that have been 
filed against Seagram by former distributors? 

Mr. Fiscuen. I think we are mixed up in one right now in up-State 
New York. 

Mr. Cottier. You are personally named in the suit ? 

Mr. Fiscuen. Yes. 

Mr. Cottier. What is that suit ? 

Mr. Fiscuer. I do not know. 
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Mr. Linp. That is the service company that I mentioned th 
morning. 

Mr. Coutirer. Are there any other suits of which you have know] 
edge ¢ ; 

Mr. Fiscuen. No, sit 

Mr. Coturer. Of any kind. I am speaking of antitrust or any 
thing else. 

Mr. Fiscuet. No,sir. We have no other suits. 

Mr. Couzrer. In your position in the sales part of Seagram, are yo 
familiar with any of the instructions that are given to distributor 
regarding the handling of independent lines 4 

Mr. Fiscuen. Yes, sir. 

Mr. Coiuter. What are those instructions? 

Mr. Fiscuen. We have a contract and we have asked the distributor 
to follow the contract, and in the contract we call for a 90-day writte: 
notice if any additional lines are there to take on. 

Mr. Cotirer. Any line other than Seagrams? 

Mr. Fiscuen. Any brand that they take on. This contract is a 1-year 
contract. We list as part of the contract every line that they are carry 
ing. This is a l-year contract. We have a couple for 2 years and I] 
think 1 for 3, Iam not sure exactly. 

Mr. Coiurer. All contracts are in there for a year ? 

Mr. Fiscuen. In every one of them. There are a few that ar 
longer. They list the brands, everything they have on their price list 
that they sell. Now anything they take on in addition to that, they 
are to give us a 90-day written notice, and we have asked them to : abide 
by that. The contract is a help to the distributors in many ways from 
the angle that we protect them on Seagram merchandise, that it is 
always worth 100 cents on the dollar. Many distributors are not in a 
suflicient financial position, and this helps them in borrowing power on 
Seagram merchandise if they have to borrow from the banks, as we 
have found out. 

Other phases of the contract are very simple, and it gives them a 
security that they have the Seagram line for a year, notwithstanding. 

Mr. Corurer. As I understand it, they must ask for permission 
to handle independent brands, is that right ? 

Mr. Fiscnen. No, sir. They just have to notify. 

Mr. Cottrer. They merely notify you. 

Mr. Fiscnen. That is right. 

Mr. Cottier. When they do indicate they are pre pared to take on an 
independent brand, what action do you take then ? 

Mr. Fiscuen. Nothing. 

Mr. Cotiier. Do you allow them to take on an independent brand ? 

Mr. Fiscnen. Yes, sir. 

Mr. Coutirer. What is the purpose of the 90-day clause ? 

Mr. Fiscuer. In many markets we have exclusive distributors. 
Some distributors are not financially set up so that, in our opinion, 
they can carry the load, and we feel we should like a breathing space 
before they should take = ad litional lines so we will be in a position 
that, if they cannot take the load themselves in a territory where they 
have the exclusive. that we will have an opportunity to put on an addi- 
tional distributor to Carry the load for our merchandise. 
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Mr. Cotumr. In other words, you would take part of the line away 
from them ? 

Mr. Fiscuen. No, sir; I would put on an additional distributor if I 
found that they were unable to carry the load, merchandising and 
elling work togethe r. We like that spread in case We see we are run- 
ning into any trouble. They have a contract for a year, notwith 
standing. 

Mr. Conturer. And that contract cannot be broken by you within a 
year’s time, and cannot be broken by them within a year’s time ¢ 

Mr. Fiscuex. That is right. 

Mr. Couturier. Have you ever given any instructions to distributors 
to sit on a particular independent brand, to handle it but not to sell it ? 

Mr. Fiscuen. No, sir. 

Mr. Coutuirr. Have you ever heard of any such instructions being 
given by anyone in your organization ? 

Mr. Fiscuen. No, sir. 

Mr. Cottier. By anyone in any other company ¢ 

Mr. Fiscurn. I have never heard of it. 

Mr. Cottier. Are you familiar with the report of your speech in the 
Journal of Commerce, as it was printed in the Journal of Commerce ¢ 

Mr. Fiscuen. Yes, sir. 

Mr. Couturier. I will show you a copy of that, and ask you if that is 
substantially what you said at that luncheon. 

Mr. Fiscurn. Not exactly. 

Mr. Cotiier. What is the difference between what you said and what 
is reported in the article ? 

Mr. Fiscue.. Well, they leave out the fact that I said we want noti- 
fication on a 90-day notice, that we are going to enforce it on any addi- 
tional lines that they take. 

The Rerorrer. May I read that back ? 
Mr. Cuetr. You may. 
The Rerorrer (reading) : 


Well, they leave out the fact that I said we want notification on a 90-day notice, 


that we are going to enforce it on any additional lines that they take. 


Is that right? 

Mr. Fiscuen. According to our contract. Some of the distributors 
would take on lines without notifying us. 

Mr. Couuier. They were violating the contract ? 

Mr. Fiscnzn. One or two of them and I wanted to make it clear 
that we wanted them to notify us before they took on these lines. 

Mr. Couurer. What does the contract provide for in the event there 
is a violation ? 

Mr. Lirnp. There is no method. 

Mr. Couiier. There is no penalty? 

Mr. Linn. No, sir. 

Mr. Corurer. Is the contract invalid because of that ? 

Mr. Linn. No, sir. 

Mr. Couturer. Does the contract proy ide for anything of that nature 
relating to the violation of any of the clauses ? 
Mr. Linp. No, sir. Would you like a copy of the contract ? 
Mr. Couurer. Yes. 
(Paper is handed to Mr. Collier by Mr. Lind.) 
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Mr. Couurer. I have before me the article of the Journal of Com 
merce dated March 26, 1952, which reads as follows: 

Meanwhile, Victor A. Fischel, president of Seagram Distillers Corp., told 
luncheon group of wholesalers that he was “tired of having his lines taken f 
granted by the jobbers.” 

On the occasion of introducing a new advertising agency for Gallagher and 
Burton's, a Seagram subsidiary, Mr. Fischel bluntly told wholesalers from the 
New York, New Jersey, and Connecticut areas that he was not permitting his 
jobbers to take on new lines from other companies, and that he evolved pric« 
reduction deals for retailers with other companies on a ratio basis to place an 
equal amount of capital behind the Seagram line. 

Did you make that statement ? 

Mr. Fiscuen. Not exactly that way. 

Mr. C ouuier. What did you say ¢ 

Mr. Fiscuev. I cannot tell you. It was an impromptu speech, sit 
I went there to attend the advert IsIng meeting. 

Mr. Cotirer. You had no written script 

Mr. Fiscuex. I know enough about the contract that I would not 
make that statement and it was built upon, as I said to you, the fact 
of this 90-day clause. The other part of it that you mention there 
was, when they were giving out large sums of money to other brands, 
I thought it was only right that we should get the same protection in 
what they were going to do with Seagram in their house. We should 
not be treated any differen itly. 

Mr. Coutrer. Were you introduced as president of Seagram at the 
luncheon ? 

Mr. Fiscnen. I think I was, sir. 

Mr. Coturer. And you were speaking as the official representative 
of Seagram / 

Mr. Fiscuen.. That is right, sir 

Mr. Contuier. In the capacity as president ! 

Mr. Fiscuen. That is right. 

Mr. Couurer. I will re: ad to you an article contained in the April 
1952 issue of the Glass Packer Magazine. 

Mr. Rogers. Can we put the date that he was supposed to have 
made the speec h? 

Mr. Coniier. What was the date of your speech? Do you recall? 
The article occurred in the March 26 issue of the Journal of Com- 
merce, Do you recall the date ? 

Mr. Couuier. Was it a few days prior to that or a week or so? 

Mr. Fiscurn. I do not remember exac tly. 

Mr. Rogers. March 26; what year? 

Mr. Coiurmr. 1952 

Mr. Fiscuen. It was within a week or 2 weeks of that time. 

Mr. Cottier. On page 228 of the April 1952 issue of Glass Packer 
it states: 

Victor A. Fischel, president of Seagram Distillers Corp., took off his gauntlet 
and threw it right in the face of the straight whisky companies. Mr. Fischel, 
whose Seagram Seven Crown is the biggest selling whisky in the country, and 
is in the “A” blend category, let it be known that he has no intention of sitting 
idly by and letting wholesalers who have his lines cooperate with straight 
whisky distillers, 

He made this emphatically clear at a luncheon held to introduce a new adver- 


tising agency, Dowd, Redfield, and Johnstone, to handle the Gallagher and Burton 
line, which is a subsidiary of Seagram’s. 
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The redheaded sales leader pounded on the table and announced that hence- 
forth when any of his jobbers came to ask permission, which is necessary under 
the Seagram franchise, to take on a straight line, “Then I'll tell him ‘No,’” he 
said. “And any of my jobbers who have other lines and have been contributing 
money in any ratio with another distiller to put across a ‘deal,’ will have to put 
up the same amount of money to support the Seagram line. And we'd prob 
ably want them to use that amount for advertising.” 

Is that an accurate account of what occurred at the luncheon ¢ 

Mr. Fiscnet. No. 

Mr. Linp. I call your attention to the fact that the contract has no 
such provision as they refer to in there, whereby they must ask our 
permission. ‘There is no such provision in there, so the quotation is 
obviously incorrect. 

Mr. Fiscuen. I might mention to you for your information that 
many of the distributors who attended that meeting have since that 
time taken on additional lines. 

Mr. Cottier. They have? 

Mr. Fiscueu. Yes, sir. 

Mr. Cottier. Is this the only mention here ? 

Mr. Linn. That is right. 

Mr. Cotuter. I will read into the record the portion of the Seagram 
contract: 

Distributor agrees that it will not undertake the distribution of any add 
tional brands of alcoholic beverages without giving Seagram 90 days’ written 
notice of its intention so to do. 

Mr. Fischel, are you acquainted with a gentleman known as Al 
Singer? 

Mr. Fiscuent. Yes, sir. 

Mr. Cotuter. Was he employed by your company or one of its sub- 
sidiaries ? 

Mr. Fiscuet. Not by Seagram Distillers Corp. 

Mr. Cottier. He was employed by whom? 

Mr. Fiscuet. Calvert Distillers. 

Mr. Cotuter. How long had he been employed ? 

Mr. Fiscuet. I could not tell you; a long time I know. 

Mr. Couurrr. Many years? 

Mr. Fiscuen. I would say, yes. 

Mr. Couuier. Sixteen years or eighteen years ? 

Mr. Fiscuex. About 11 years, Mr. Lind says. 

Mr. Cotuier. In what ¢ apac ity was hee “mployed ¢ 

Mr. Linn. He started out as a sales promotion man for Calvert and 
in the central division, then became a salesman and eventually worked 
himself up to become the assistant manager of Calvert Distillers Corp. 
in charge of the central division, which is our designation for, roughly, 
the center of the country. 

Mr. Cotuier. The center of the United States? 

Mr. Linp. That is right. 

Mr. Couturier. Is he now employed by Calvert, Mr. Fischel ? 

Mr. Fiscnen. I heard that he is not but Mr. Lind could maybe help 
me there on that. 

Mr. Linn. Heisnot. He resigned. 

Mr. Fiscuer. Just recently ? 

Mr. Linp. He was in New York and saw me just about 2 weeks ago. 
It was just about 2 weeks ago and he resigned at that time. 
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Mr. Cotiter. Do you know the facts surrounding his resignation ? 

Mr. Linn. Yes; I think I do. 

Mr. Cotter. Was he discharged ? 

Mr. Linn. No. 

Mr. Cottrer. What were the facts ? 

Mr. Linp. The facts were, the Calvert sales organization—that is 
the top structure—were not satisfied with the way the central division 
was being handled. They proposed to send out a gentleman whose 
name is immaterial, but his name is Rosen, to take over the southern 
portion of the so-called central division, and thus remove that really 
from Mr. Singer’s jurisdiction. Mr. Singer decided—well, I am giv- 
ing you his mental attitude; I do not know it, but apparently he felt 
that that was a come-down for him, a demotion, and he did not pro- 
pose to do it, and he suggested at the time to Mr. Resnik, I believe of 
Calvert, that he thought it would be better if he resigned rather than 
go along with that. 

Mr. Resnik said, “That is up to you, Ralph,” and he subsequently 
resigned. 

\ir, Couirer. Those are the whole facts so far as you know? 

Mr. Fiscuen. Yes, sir. 

Mr. Cotuter. Are you familiar with the Old Rose Distributing Co., 
in Chicago, Il.? 

Mr. Fiscnen. Yes, sir. 

Mr. Couurer. Is that distributing company under contract to 
Seagram ? 

Mr. Fiscnen. Yes, sir. 

Mr. Cotter. This same contract we are talking about ? 

Mr. Fiscnen. Yes, sir. 

Mr. Cotter. When was that contract entered into? 

Mr. Fiscren. August 1, 1951. 

Mr. Corurer. Is that a 1-year contract ? 

Mr. Fiscnen. It was a 1-year contract. 

Mr. Conuimr. Are you familiar with any facts concerning a recent 

neident whereby they took on several cases of an independent line? 

Mr. Fiscuen. Yes, sir. 

Mr. Coturer. What are those facts? 

Mr. Fiscnent. They took on somebody’s line, I don’t know which it 
is, and they did not notify us and we asked for a 90-day notice and he 
said he would give it. 

Mr. Coturer. When did this occur? 

Mr. Fiscrre.. Within the last 30 days. 

Mr. Cottier. How did you find out they had taken on the line? 

Mr. Fiscuer. When I went through Chicago coming back from the 
coast, I think it was. 

Mr. Couiier. You were passing through Chicago, is that it? 

Mr. Fiscnen. Yes. 

Mr. Cotirer. You passed through the distributing company ? 

Mr. Fiscuen. I was in Seagram’s office. Maury Frank is the owner 
of the Old Rose Distributing Co. 

Mr. Cotiirer. How did you find out about this? 

Mr. Fiscurn. One of my men told me and Maury told me he forgot 
about the contract and he would straighten the thing out. 

Mr. Couuter. One of your men informed you that he had taken 
on an independent line? 
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Mr. Fiscue.. No; one of my men spoke to Maury Frank and he 
said he had forgotten about the 90-day clause in the contract and 
that he would look after it. 

Mr. Couturier. Did you talk to Maury Frank? 

Mr. Fiscur.. Not at that time. On the phone afterward he told 
me that he was not going to carry on with the line. I said “That's 
up to you.” 

Mr. COLLIER. Did you tell him that he would have to eet rid of 
the line? 

Mr. Fiscuen. No, sir 

Mr. Cotuier. What was the name of the line? 

Mr. Fiscueu. I think it was Joe Louis whisky. 

Mr. Cottier. Do you know the distilling company who put it out? 

Mr. Fiscuet, No. He mentioned it to me but I do not know at this 
moment. 

Mr. Coturer. Would it be the Old Joe Distilling Co. ? 

Mr. Fiscuex. I could not tell you. 

Mr. Cottrer. What was the substance of your conversation with 
Maury Frank regarding this matter / 

Mr. Fiscuen. None. He just mentioned it to me, that he had made 
the mistake. 

Mr. Cottier. He mentioned it incidental to something else in a tele 
phone conversation ¢ 

Mr. Fiscuet. No, I will tell you where the conversation was, I am 
ae It was last week or the week before. I went through Detroit 
to Chicago and we went down to Indi mapolis and M lury came with 
us on the train to India lapoli sand we were with other distributors at 
the opening of I red Be ok’ S wholesale house i Tn anapolis about a 
week before last. I was on the train with him and other distributors 
| and he mentioned it to me. 


| Mr. Couuier. He just casually mentioned it to you ? 
Mr. Fiscnen, That is right. 
Mr. Cottier. You did not bring the subject up ? 
Mr. Fiscuenu. No, sir 
Mr. Ccuurer. But you had heard about it previo isly } 
Mr. Fiscuen. I heard about it from my ¢ h ago boys. 
Mr. Coturer. Did you give any instructions to youl Chicago offices 
regarding this 
Mr. Isc HEL, Non e whatsoever 
Mr. Coturmr. Did you know how much he had bought ? 
Mr. isc HEL. ] did not know. 
Mr. Couurer. Did you know his final dispo ition of it after he had 
talked to yous 
Mr. Fiscue.. He said on the telephone afterward he was not going 
to carry it. 
Mr. Coruire. Are you familiar with the s bi Wk iskies or 
warehouse receipts relating to bulk whiskie lich are sold to dis 


tributors for investment 

Mr. Fiscurn. No, sir. 

Mr. Cottier. Has your company ever followed the policy of requir 
ing distributors to buy bulk whiskies as investment, or for investment ? 

Mr. Fiscuer. We never sold any bulk whiskies. We never required 
him to do anything like that. 
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Mr. Cottier. Do you have any knowledge of any of your distributors 
purchasing bulk whiskies from you, or any of your subsidiary com 
panies 

Mr. Fiscuen. No, sir. Mr. Lind reminds me, some of our distribu 
tors have bulk contracts with other distillers. 

Mr. Coxurer. But are any of those contracts with Seagram Distil 
lers or their subsidiaries ? 

Mr. Fiscuen. We sell in bulk whiskeys to any of our distributors 

Mr. Linp. Or to anyone else. 

Mr. Cotxrer. Have you financed any of your distributors or whole- 
sale houses ? 

Mr. Fiscuer. What do you mean by that? 

Mr. Cotuier. Have you financed thei operations in any manner? 

Mr. Linn. That is a little bit of : : difficult question, Mr. Collier. 
After all we do extend credit to them and in a way that is financing 
them, that is true. Not all our distributors owe us money at any given 
moment. 

Mr. Couiier. That is done on the basis of the case goods which you 
have given them? 

Mr. Linn. That is correct. 

Mr. Couiuier. Have you advanced them any money or otherwise 
financed their operations in order to carry their credit for them over 
a period of time? 

Mr. Linn. I think I can answer that much better than Mr. Fischel. 
I am more familiar with it. The answer to that question is “No,” not 
the way you say. There are, however, two instances where we bought 
an interest in a distributor and subsequently sold it. I think this will 
appear in the information we furnished to you. 

Mr. Coturer. Which information is that? The acquisition infor- 
mation ¢ 

Mr. Linn. Yes. We did acquire two distributors in the Middle 
West which we subsequently sold. We have an interest right now in 
one of Mr. Fischel’s distributors, Eastern Wine & Liquor, in Connecti- 
cut, where, as I recall, we own 51 percent of the stock. 

Now we also own 100 percent of the stock of another of Mr. Fischel’s 
distributors, which is the House of Stover, in Washington, D. C. 

Mr. Couturier. Are those the only distributors in which you own an 
interest ? 

Mr. Linp. Those are the only two distributors in which we have an 
interest, and that goes for any of our companies. 

Mr. Cotuier. Now during periods of a shortage of whisky through 
which you have gone in the last few years, are you familiar with any 

sales of bulk whiskies to Seagram as a part of the deal for those 
distributors to obtain case goods from you? 

Mr. Fiscner. Do you mean by that did some of my distributors 
deliver me bulk whisky to get case coods ? 

Mr. Cotuier. Yes. 

Mr. Fiscne.. Yes, many of them. 

Mr. Corurer. Was that a common practice? Did you offer to sell 
them extra amounts? ’ 

Mr. Fiscner. Additional to their allocation. They got as an aver- 
age about 20 cases a barrel. 

Mr. Coturer. Did that apply during the period when you were ra- 
tioning your distributors? 
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Mr. Fiscnuev. Yes. 

Mr. Coturer. Those who were able to sell you bulk whisky obtained 
more case goods, is that right ? 

Mr. Fiscuen. That is right, s 

Mr. Couturier. Was there a standard which you arrived at, as to the 
number of case goods they would receive per barrel of bulk? 

Mr. Linn. That varied. 

Mr. Couturier. Did that vary according to the distributor ? 

Mr. Fiscnen. That varied according to the age of the whis ky and 
what not. It was 18, 19, 20, and 22 cases to the barrel. It was all 
within that range. 

Mr. Cottier. [t was actually based upon what ? 

Mr. Fiscurx. The gallonage which came out of the barrel. Accord- 
ing to the amount of cases we could get out of a barrel we would 
give them whisky. 

Mr. Cotuier. Did you offer that proposition to all of your distrib- 
utors 

Mr. Fiscureit. Anybody who wanted it. 

Mr. Couurer. You only had certain distributors, however, who de- 
livered; is that right ? 

Mr. Fiscuent. Most of them did not have it. Some of them had it 
and did not give it to us, but some of them did. They wanted it. 

Mr. Conuier. For each barrel of whisky they could deliver in bulk 
to you, you would give them, over and above their regular allocation, 
additional case goods which they could then market ¢ 

Mr. Fiscuen. Yes, sir. 

Mr. Linn. Both transactions, the purchase of the bulk and the sale 
of the case goods, being at the OPA prices. This only happened 
during OPA. It is not prevalent now. 

Mr. Couurer. Mr. Chairman—— 

Mr. Cuetr. Mr. Fischel, getting back to this Kaiser thing again, 
after you stated that Mr. Kaiser saw fit to renege, more or less, on 
delivering the additional 3,800 barrels of whisky to you, was there any- 
thing additional said between you and Mr. Kaiser or anything done 
to attempt to remind him of his agreement? Was there anything put 
in writing? 

Mr. Fiscuet. Nothing put in writing, sir, but we had two or three 
meetings. I saw him in Chicago. I went to Chicago and he came 
up, last time, I think sometime in September. It was somewhere 
near the beginning of our new fiscal year, oe we had a discussion on 
it. Bob was very definite that he wanted a 7-year contract or he 
would not turn the whisky over, and I said L coule 1 not give him any 
7-year contract. I did not agree to it that way, and he made the 
statement that I did. 

Mr. Cueir. There was never any exchange of letters, attempting to 
put it in writing in the event of possible litigation ¢ 

Mr. Fiscue,. Nothing whatsoever. 

Mr. Cuerr. Are there any other questions? 

Mr. Ri DINO, Mr. Fischel, previous to this deal that he was to 
deliver bulk whisky and you would give him these additional cases 
over and above the allocation, you were furnishing him with whisky, 
with case whisky, without any contract; is that right ? 

Mr. Fiscnet. That isright. I gave you the figures. 
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Mr. Roprno. And, merely under this same contract that you hay 
with other distributors, that they would give you notification in 9 
days, in taking on any others; is that correct ? 

Mr. Linp. That is not quite correct, sir. Those contracts only 
came in in 1950. Before that we did not have contracts. 

Mr. Roprno. Nevertheless, you were furnishing him, as your dis 
tributor, whisky prior to the time you went into this deal. At that 
time there was no written contract for sup plying him with othe 
case whisky for the bulk whisky that he was going to furnish you. 

Mr. Fiscuen. That is right. Congressman, that is the reason I 
brought these figures which I think are very important. Sharia the 
rationing period we gave him more whi ky it went uup—because th 
last year he had 5,008 cases and in 1942 we gave him 5,008 cases, and 
in the rationing vear he got 6,460 cases. Then in 1943-44, we gave him 
5,875 cases, which was still under rationing, and when we made the 
deal we jumped to 49,000 cases, taking it for granted we were going 
through with this deal. 

Mr. Roprno. That was when you had this oral agreement with him 
to receive bulk whisky ¢ 

Mr. Fiscnen. That is correct. 

Mr. Roprno. That was all on the theory or agreement which you 
had entered into orally that you were going to receive some 4,000 
barrels of bulk whisky ? 

Mr. Fiscuen. That is rieht, sir. 

Mr. Roptno. Now, had he delivered this bulk whisky to you over 
the period of time, would you have continued to supply him as your 
distributor ? 

Mr. Fiscnen. Very definitely. 

Mr. Roprwo. When you did terminate with him, did you tell him 
that was the reason you were terminating ? 

Mr. Fiscnen. We were dealing with him since 1938, and we had 
a centlemen’s agreement. We h: id no difficulty with him prior to that 
time. On their confidence, we went ahead and gave him that whisky. 
Then he came back and insisted on a 7-year contract. I felt, and our 
sales manager also felt, that he was not the sort of fellow we should 
continue to build up as a Seagram distributor, because we had shown 
good faith and, on the other hand, he wanted a 7-year contract to give 
us the other >o@U0 barre Is. 

Mr. Roptno. Mr. Fischel, are there any others where you have 
entered into similar agreements to receive bulk whisky, to whom you 
are now furnishing whisky ¢ 

Mr. Fiscnenu. Practic: ally everybody we bought bulk whisky from 
during the war are still our distributors. Eighty percent of Seagram 
distributors have been with us 10 years or longer. 

Mr. Roptno. And you say vou took on another distributor in that 
area that was covered by Mr. Kaiser? 

Mr. Fiscnen. That is right. 

Mr. Roptno. What was the amount of whisky you furnished him 
during this period ? 

Mr. Fiscnen. I cannot answer you that either, without looking at 
the records. F 

Mr. Roprno. To the best of your recollection, was it in the same pro- 
portionate amount ? 











INVESTIGATION OF THE DEPARTMENT OF JUSTICE 547 


Mr. Fiscuen. As I remember, Falls City came in and he went back 
to the original allocation and not long after he came in he also had 
some bulk whisky—how much I do not know—that he had turned 
over to us. I could not give you that because I did not look up his 
record. I did not know you were going to ask me about him, but he 
also got bulk whisky. How much he turned over to us I do not know. 

Mr. Ropino. But it would have been on the same ratio, though ? 

Mr. Fiscnen. We would have had to adjust this. We were in a 
funny position on account of giving Kaiser so much. 

Mr. Roprno. On account of giving Kaiser so much more than you 
had anticipated giving him? 

Mr. Fiscue.. Having to cut it down, I do not know what I would 
have done under the circumstances. I would have been in an awkward 
position in Kentucky. 

Mr. Roprno. And that person, I do not know what his name is, is 
he still your distributor ? 

Mr. Fisciuen. He is still our distributor in Louisville, Ky. 

Mr. Cuetr. Mr. Rogers. 

Mr. Rogers. I have no questions. 

Mr. Cuetr. Mr. Kennedy. 

Mr. Kennepy. I have no questions. 

Mr. Couurer. I have a few more questions, Mr. Chairman. 

Mr. Fischel, we have prior testimony relating to contributions made 
to the Democratic and Re ‘pub lican Parties. Do you have any knowl- 
— those contributions in the yeal 1944? 

Mr. Fiscuet. No, sit 

Mr. beg 1944? 

Mr. Couuier. Do you have any knowledge about the year 1948? 

Mr. Fiscuen. No, sir 

Mr. Coruier. Did you personally make a contribution to either 
party ¢ 

Mr. Linp. Excuse me just a minute. 

Mr. Fiscnen.. I have some knowledge on 1948. 

Mr. Cotiirer. What is that? 

Mr. Fiscnen. That I gave something myself. 

Mr, Corzrer. Did you give that money to Mr. Friel? 

Mr. Fiscuent. No, si 

Mr. Cotuirr. Which party did you give it to? 

Mr. Fiscuen. Both. 

Mr, Cotiier. Both parties? 

Mr. Fiscnen. Yes, sir. 

Mr. Cotiier. Was that your personal donation ? 

Mr. Fiscuen. That was my personal donation. 

Mr. Cotter. Did you collect money from anyone else ? 

Mr. Fiscuen. No, sir 

Mr. COLLIER. Did you have knowledge otf any other collections that 
were being made? 

Mr. Fiscuen. No. 

Mr. Coucier. poy acquainted with Mr. Ernest Branham ? 

Mr. Fiscnen. No, s 

Mr. Coxtrer. He is an attorney in the Department of Justice. 

Mr. Fiscuen. I never met him, sir. 

Mr. Couture. Mr. Chairman, may I ask Mr. Lind a question ? 
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Mr. Cuetr. Surely. 

Mr. Couuier. I believe he is still under oath. 

Mr. Cueir. Oh, yes. 

Mr. Courier. Mr. Lind, are you familiar with Mr. Ernest L 
Branham ? 

Mr. Linp. I have met him; yes, sir. 

Mr. Cotiier. Where did you meet him ? 

Mr. Linp. The first time I met Mr. Branham was on his honeymoon. 

Mr. Cottrer. What year? 

Mr. Lino. That was in 1946. In the fall of that vear, he was i 
New York. I do not know whether he spent his honeymoon in New 
York, was on his wav back or on his way to it, but he came into the 
office with his wife. He apparently had called up another attorney of 
ours whom he knew. 

Mr. Cottier. Do you know that man’s name? 

Mr. Linn. He is R. A. Cornell. 

Mr. Couuier. He is attorney for Seagram ? 

Mr. Linn. He is one of our attorrieys; yes, sir. 

Mr. Branham had met Mr. Cornell during the course of the invest 
gation that Mr. Branham made in New York for the Department of 
Justice. He did not meet me because during—well, for 314 years | 
was in the Navy; so, I was not there in 1944 when Mr. Branham was 
making his investigation. Mr. Cornell introduced me to Mr. Bran- 
ham and then Mrs. Branham, who was there. That was the first time 
I met him. 

I subsequently have seen him on three or four occasions here in 
Washington. 

Mr. Coturer. What was the nature of your conversation in your 
office in 1947 7% 

Mr. Linn. 1946. 

Mr. Coriier. Yes. 

Mr. Linp. That was strictly social. 

Mr. Cottier. Since then you have met him socially ¢ 

Mr. Linn. Well, 1 met him, shall we say professionally, once, in 
connection with a meeting that he had requested in which he was 
talking about the fact that we were bringing “fair trade” suits in 
Florida which he seemed to think we should not be doing, which I 
thought was perfectly all right, and I still insist was. But he, as the 
Department of Justice seems to be, was opposed to “fair trade.” We, 
on the other hand, are great proponents of it, and we were bringing 
suits in Florida under the Fair Trade Act, which was eventually 
declared unconstitutional, but at the time it had not been so declared, 
and we were bringing 2 suit. 

Mr. Branham seemed to think we should not do it. I told him I 
thought he was wrong. 

Mr. Cottier. You just had a conference about the “fair trade” 
operations ¢ 

Mr. Linp. That is correct. 

Mr. Corurer. Did that happen in your office? 

Mr. Linn. That happened in his office. 

Mr. Coturer. Did you go there to see him? 

Mr. Lrnp. Yes, sir. 

Mr. Coturer. Did he ask you to come there ? 
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Mr. Lip. He had suggested it to Mr. Mathis, who is a lawyer here 
in Washington. I think Mathis and Branham live in the same 
neighbor hood, and they used to see each other on the bus, and Branham 
had suggested to M: ithis that I come down and talk to him about that. 

Mr. Courier. About this “fair trade?’ 

Mr. Linp. About the “fair trade” situation. So, when Mathis let me 
know about that, I said, “Well, the next time I am in Washington I 
will go see him,” which I did in company with Mr. Mathis and Mr. 
Kiernan, also ot New York, and we had this conversat ion which was 
very brief. 

I saw Branham two other — at hearings. I think they were 
before the Alcohol Tax Unit, as it was then called. One of them was 
the he aring ona proposed re cul ation change on cooperage which he 
attended. I think he was also present at a time when one of our officers 
testified before Senator Langer. I have forgotten what that was 
about. There was one other time. 

Mr. Conirer. You just saw him in passing at those 

Mr. Linp. I just saw him in passing. 

I saw him one other time. I think weal? = second time I 
ever saw him was in his office. He had told me in New York, “The 
next time you are in Washington, why don’t you joni in to see me?’ 

I do not think it was the next — I was in Washington because 
I am in Washington about once a week oy [ did drop up to his office. 

He was then sharing an office with, if I remember the name cor 
rectly, a Judge Mitchell, also a open of Justice lawyer from 
Tennessee, I think he was. I just dropped in and chatted with him for 
a while. 

Mr. Corner. That was purely a social eall ? 

Mr. Linp. That was really a social call. 

Mr. Cotrrer. During all of the conversations that you have had 
with him over this period of time, has he ever at any time mentioned 
securing a position with you, or with your company / 

Mr. Linp. I cannot say that he ever asked me for a job, if I may 
put it in that language. The only time that he ever discussed any 
thing like that, he was asking me about our method of operation 
down here, legally, because of the fact that cs ae that I was down 
here almost once a week, which seemed like an awful lot to him, and 
it seems like an awful lot tome, too. When he t asked me about that and 
how I operated here and what we did, I frankly had an idea that he 
might be going in that direction. 

Mr. Cotuier. But did he say anything? 

Mr. Linp. He did not, no. I cannot honestly say that he ever said 
to me, “Why don’t you hire me,” or “Why don’t you get another 
lawyer in Washington ?” 

My answer would not have permitted it. I have told him, as I have 
told incidentally at least 12 other people, that the work I do in Wash 
ington, I am going to continue to do myself, and I will not let it out 
of my hands if I can help it, and the work that Landa does is his 
work and we do not need another lawyer in Washington. It would 
just be foolish. 

Mr. Coutiier. He did not ask you for a job? 

Mr. Linp. If he ever had it in mind, my answer would have thrown 
him off. I told him the way I was operating; while I did not like 
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the traveling all the time I still insisted I was going to keep on with 
the work I was doing, and therefore another lawyer would just not be 
in the ecards. 

Mr. Cortirer. You just merely assumed from his actions that he 
might have had that in mind? 

Mr. Linn. That is the only thing I can say. He might have been 
going in that direction. I am probably unfair in even mentioning 
that. 

Mr. Cottier. Well, I brought it up. 

Mr. Linp. That is the only thing that you could have mentioned. 

Mr. Cureir. Was the whole discussion more or less casual ? 

Mr. Linp. Yes, sir. 

Mr. Cnetr. In other words, you were just talking as man to man—— 

Mr. Cottier. He was merely inquiring about the type of work you 
did and the type of work Landa did and the type of operation Sea 
gram continued ? 

Mr. Linp. As I said before that has happened to me at least a dozen 
times. We are the only company who does not have a lawyer here 
to handle Alcohol Tax Unit work. 

National has a man here, Schenley has a man here and Walker has 
a man here. While we have Landa as an attorney, I insist on han- 
dling Aleohol Tax Unit matters and that is why I am the only non 
resident Washington lawyer on Alcohol Tax Unit work. 

There must be at least 12 people who thought it would be very nice 
if I would stay in New York and let them be counsel for Seagram in 
Washington and handle the Aleohol Tax Unit. That is the one thing 
I refuse to give up. I was used to that kind of an approach, so I 
assumed that he was probably making the same kind of an approach. 

Mr. Cotzrer. You merely assumed that from his actions and not his 
words ? 

Mr. Linn. I just threw him off in case he was going in that direc- 
tion. It is always embarrassing to say no. 

Mr. Coturer. He did not ask you? 

Mr. Linp. No. 

Mr. Cottier. That is all. 

Mr. Kennepy. I would like to ask Mr. Fischel a couple of questions. 

With regard to those contributions in 1948, Mr. Fischel, did Mr. 
Friel discuss the matter of political contributions with you at all in 
1948 ¢ 

Mr. Fiscuen. No. 

Mr. Kennepy. Never mentioned it to you? 

Mr. l'iscren.. He never mentioned it to me. 

Mr. Kennepy. You say you contributed to both parties? 

Mr. Fiscuen. Yes. 

Mr. Kennepy. Do you recall whether or not your contribution was 
to the national committee or to the State committee? 

Mr. Fiscuer. I am not sure. 

Mr. Kennepy. To whom did you deliver your money for the Demo- 
cratic Party? 

Mr. Fiscuen. I do not remember at the moment. 

Mr. Kennepy. Did you do it by check? 

Mr. Fiscuen, No. 

Mr. Kennepy. You did it by cash? 
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Mr. Fiscuer. Yes. 

Mr. Kennepy. You gave the cash to some person ¢ 

Mr. Fiscueu. In a nominal amount. 

Mr. Kennepy. And you do not know who it was! 

Mr. Fiscuen. No. 

Mr. Kennepy. Did that person come to your office 

Mr. Fiscuen. Yes, sir. 

Mr. Kennepy. And did someone else come to your office from the 
Republican Party 4 

Mr. Fiscuen. I think he did. 

Mr. Kennepy. Were you president of Joseph E. Seagram ¢ 

Mr. Fisciuev. 1 am president of Seagram Distillers Corp. 

Mr. Kennepy. Did you hold that job in 1948 4 

Mr. Fiscuev. That was the year I was made president. At that 
time, yes; 1 was made president on July 28, 1948. 

Mr. Kennepy. Is Mr. Friel vice president of that same company ? 

Mr. Fisc “F He is vice president of Distillers Corp.— 

Mr. Linp. Joseph E. Se cht am is the parent company in this country. 
Seagram Dis tile rs Corp., of which Mr. Fischel is a president is a sub- 
sidiary of Joseph E. Seagram, and we have a couple more subsidiaries. 

Mr. Fischel is not the president of Joseph E. Seagram. Mr. James 
E. Friel is vice president of everything we have. 

Mr. Cuetr. For the entire operation, subsidaries and everything? 
~ Linp. He is the vice president of every operation in our picture. 
Mr. Fischel probably has a few other offices but primarily Mr. Fischel 

is head of the Seagram Sales Co. 

Mr. Kennepy. But in 1948, Mr. Friel was vice president of the 
corporation of which you were president ? 

Mr. Linp. That is correct. 

Mr. Kennepy. Is that correct ! 

Mr. Fiscnen. Yes, sir. 

Mr. Krennepy. Have you ever met J. Howard McGrath, former 
Attorney General of the United States ? 

Mr. Fiscuen. Yes, sir. 

Mr. Kennepy. Do you know Joseph B. Keenan ? 

Mr. Fiscuen. No, sir. 

Mr. Linp. Mr. Collier, there were two questions that Mr. Fischel 
asked me to look up this morning. I can give you those answers now. 

The first one was on the question of the second fee paid to Mr. 
Bergson’s law firm. I am a little ashamed of myself for having for 
gotten that but you will remember that I said he got a fee of $500 
for giving us an opinion on the Kiefer-Stewart suit. He got an addi- 
tional fee of $2,750 also on the Kiefer-Stewart suit but on a little 
different version of it. The reason I am a little embarrassed about for- 
getting it is that I was partly responsible for getting him in it. 


7 


Y 


Our officers : and directors have always felt, and I am afraid some 
of them, including Mr. Fischel, still feel that we should never have 
lost that lawsuit. We all felt and know that the amount of damages 
was very, very ridiculous, because Kiefer-Stewart never proved the 
damages at all, in court. The judge and the jury just automatically 
took a 1 figure that one of their men had mentioned. 

We were very chagrined about the whole thing and the directors 
kept, if you will, pestering the lawyers for having done what they 
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thought was a lousy job, if I may so characterize it. They insisted that 
there ought to be some way that we could either reopen that case, 
or take some action against Kiefer-Stewart. We insisted we could 
not, but they persisted in that to an extent that we said finally “Well, 
if you don’t believe us, we will go outside and get another opinion on 
the thing.” 

Mr. Fischel was one of the ring leaders in that I might add. We 
then went to Bergson for an opinion on what we could do about the 
Kiefer-Stewart suit. 

Mr. Cotiier. You went to Mr. Bergson personally ? 

Mr. Linn. No, I did not. Mr. Cornell, I think, went to Bergson, 
personally, and we got another opinion for $2,750 which said, “You 
can’t do anything.” 

Mr. Coiuier. When was that? 

Mr. Linn. This is 1952, I think that was in late 1951. 

Mr. Cortrer. He gave you in substance the same opinion he had 
given you prev iously for $500? 

Mr. Linp. It was an extended version on the whole matter. The 
first opinion was, “How do you argue this case in the Supreme Court ¢” 
The second opinion was a general opinion on what can be done about 
the case. Could it be reopened or could we institute a suit against 
Kiefer-Stewart, and so forth, or what could be done. 

Mr. Couiter. As I understand his opinion was that you could not 
win the suit. 

Mr. Linn. That is right, and the second opinion was that there was 
not anything we could do about it, either by way of reopening or 
anything e Ise. Of course, that was always our opinion because when 
the Supreme Court gives you an answer there is nothing you can do 
about it. You can only file petition for rehearing, which we did and 
which was turned down and that is the end of it. 

Now the other thing that Mr. Mitchell asked me about this morning 
was about whisky packages distributed or supposedly distributed at 
that Cincinnati convention of distillery workers. 

I checked up with my plant boys who were there. The only whisky 
that we did anything with was handled through the union. The 
union held open house at the convention. The host for this open 
house was the Lawrenceberg local. That is where we have our biggest 
plant. He asked tor some whisky for this open house. We arranged 
to give five cases which we delivered to the union at Lawrenceberg. 

They brought it down themselves. They evidently consumed it. 
In addition to that one of our plant men had two cases in his room, 
most of which or part of which he gave out bottle by bottle. 

At no time did we ever give whisky out in conjunction with Hiram 
Walker or any other distiller. We made up no packages. I do not 
know how the Lawrenceberg local distributed it but I am sure they dis- 
tributed no packages. ‘That is just a guess on my part. 

Mr. Courier. If they did you do not know about it? 

Mr. Linp. It was certainly none of my business and I do not. 

Mr. Coutirer. You delivered five cases to the Lawrenceberg local. 

Mr. Linp. For their open house at the Netherlands Plaza Hotel 
Cincinnati. 

Mr. Couuier. Did you share in the costs of the Lawrenceberg local ? 

Mr. Linp. No, the only expenses we had there were the five cases 
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which we gave to the Lawrenceberg local and the luncheon I men- 
tioned this morning which we gave on Wednesday to the whole group, 
or such of them as chose to attend. That is all the money we spent. 

Mr. Coturr. And you have no knowledge of your product being 
packaged with the product of anyone else / 

Mr. Linp. None whatever. 

In passing, Mr. Mitchell mentioned Mr. Musgrove this morning. 
[ said I do not know him. I found out since that he is the assistant 
labor relations man in the Hiram Walker organization. I have never 
met the man in my life. 

Mr. Couuier. Is there anything else? 

Mr. Roptno. Mr. Fischel, regarding these contributions, you did 
make them to both parties, is that right, Democratic and Republican ? 

Mr. Fiscuen. That is right. 

Mr. Roptno. But you were never solicited by Mr. McGrath? 

Mr. Fiscnen. Oh, no. 

Mr. Kennepy. Did you give the same amount to both parties ? 

Mr. Fiscnen. Yes, sir. Iam not a very rich man. 

Mr. Cuexr. Is there anything else? 

Mr. Couuier. I have nothing further, Mr. Chairman. 

Mr. Cuetr. The hearing is closed. 


(Continuation of hearing, Friday, June 27, 1952) 

Mr. Cuetr. Your next witness, Mr. Collier. 

Mr. Mircneti. Mr. Lind has a statement he would like to put in 
the record. 

Mr. Cuetr. Without objection, let it be entered at this point in the 
record. 

Mr. Linp. During the course of the hearings this week before the 
Committee on the Judiciary, Special Subcommittee to Investigate the 
Department of Justice, several comments were made regarding the 
subject of blended whisky which indicate a lamentable lack of knowl- 
edge of the facts regarding this traditionally American product. This 
statement is entered into the testimony to set the record straight and 
to correct any misunderstandings that may have arisen about blended 
whiskies, which account for 70 percent of all domestic whisky pur- 
chased by consumers. 

The term “blended whisky,” by law of Congress, designates a dis- 
tilled spirit produced from grain, containing not less than 20 percent 
whisky 2 years or more old, aged in new charred oak barrels, and the 
balance neutral spirits, a term likewise designated by Congress for the 
highly refined distillate, made from the exact same grain mash as 
whisky, which has been taken off the still columns at above 190 proof. 
The terms “neutral spirits” and “blended whisky” have been part of 
the Federal law since 1908 and have always enjoyed wide popular ac- 
ceptance. According to official Government figures, blended whisky 
even before repeal accounted for the majority of all whisky purchases 
by consumers. From repeal in December 1933 until our Nation’s en- 
trance into the war at Pearl Harbor—a period in which supplies of 
whisky of all types were free and ample—blended whisky or “spirit 
blends,” as the trade sometimes refers to the product, increased each 
year in popularity. Year by year, from 1933 to 1941, blended whisky 
increased its percentage of mar ket sales until almost half of all domes- 
tic whisky sales were in this category by 1941. 
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With the cessation of beverage distillation during World War II, 
the trend to blends was accentuated until it reached the point where 
over 80 percent of consumer purchases of whisky were in spirit blends. 
Since then production of whisky has been freely resumed and sup 
plies of aged and aging whisky are the highest in the history of the 
industry. Yet even today, 70 percent of all domestic whisky purchases 
by the public is re presented by blended whisky. 

The best impartial scientific evidence available indicates that 
blended whisky containing grain neutral spirits is whisky in its most 
wholesome form. It contains less toxic elements than the heavier 
bodied straight whiskies. With blended whisky the drinker is sub 
jected to less congeners, less acids, less tannins, less furfuralls, less 
esters, and less fusel oils. 

Insofar as taste preference is concerned, tens of thousands of impar- 
tial consumer tests unalterably prove that blended whisky is far more 
palatable to the American consumer than straight whisky. 

Over the past 18 years since repeal considerable scientific strides 
have been made by American distillers in providing the consumer with 
finer and still finer whiskies. In the opinion of top scientific authori 
ties blended whiskies are the only method whereby the preferred 
light-bodied yet flavorful whiskies containing less toxic elements can 
be produced under the Federal regulations. 

Incidentally, it may be of interest to note in passing that all of the 
expensive imported Scotch and Canadian whiskies shipped to this 
country are blended whiskies produced in a manner comparable to 
that in which American blended whiskies are produced. 

Insofar as price is concerned, it costs more for a distiller to make 
neutral spirits than a straight whisky because of the very expensive 
extra refinements in distillery equipment and the extra time and skill 
ss 1 production. In addition, a Federal tax of 30 cents per 

gallon is aaeed upon blended whisky, which increases its cost. This 
tax, called a rectification tax by Federal regulations, is not imposed 
upon straight whisky. 

Before the war, blended whiskies, reflecting their higher cost of 
manufacture and the burden of this extra tax, always sold at higher 
prices than straight whiskies. In fact, with the exception of only 
a handful of bottled-in-bond whiskies—which sold for a few pennies 
more per bottle than blended whiskies—standard brands of straight 
whiskies uniformly sold for less than standard brands of blended 
whiskies. 

Under the Federal law regulating the production of distilled spirits, 
no allowance is made for aging neutral spirits. Indeed, it is expressly 
forbidden for a distiller to claim age for his neutral spirits. None- 
theless, a very large proportion of all neutral spirits used in the pro- 
duction of blended whiskies are aged by distillers anywhere up to 
6 years. 

Any implications that blended whiskies are not superior are in 
direct contrast with the facts. Time and scientific evidence prove 
that, since blending begins where distilling ends, blended whiskies 
containing neutral spirits are indeed the most wholesome form of 
whisky. As distillers since 1857, the House of Seagram has learned 
that only blended whiskies enable us continuously to satisfy the dis- 
criminating preferences of the public accustomed to the highest stand 
ard of living of any peoples at any time. 
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Mr. Cuetr. Doctor, do you solemnly swear the statements you are 
about to make on this occasion will be the truth, the whole truth, and 
nothing but the truth, so help you God # 

Dr. Hamner. I do. 


TESTIMONY OF ARMAND HAMMER, PRESIDENT, UNITED DISTILL- 
ERS OF AMERICA, INC., NEW YORK, N. Y. 


Mr. Coturer. Dr. Hammer, will you give your name, please. 

Dr. Hamoer. Dr. Armand Hammer. 

Mr. Coturer. You are president of the United Distillers of Ame 
ica, Inc. ? 

Dr. Hamner. Yes; and the United Distillers of America, Inc., and 
the Dant Distilling Co., in Dant, Ky. 

Mr. Couurer. The United Distillers of America, Inc., have he 
many plants ¢ 

Dr. Hamner. Four distilling plants, two of which are operating, 
and bottling only. 

Mr. Conuirr. Where are they located ? 

Dr. Hammer. Two in Kentucky, one in Baltimore, Md., and one in 
Pennsylvania. 

Mr. Couturer. Dr. Hammer, how long have you been in the dis 
tilling business ¢ 

Dr. Hammer. Since 1945. 

Mr. Cotuter. How long has United Distillers of America, Inc., been 
in business ¢ 

Dr. Hammer. Since 1945. 

Mr. Couturier. And the Dant? 

Dr. Hammer. Dant has been in the distilling business since 1830. 

Mr. Cottier. You have a statement you would like to read to the 
committee; is that right? 

Dr. Hamner. That is right. 

Mr. Coiuimr. For the record, this is a statement by Dr. Armand 
Ilammer. : 

Dr. Hammer. Since the end of World War II, there has been terrific 
pressure extended by the Big Four distillers—Seagram, Schenley, 
National, and Hiram Walker—to remove the independent distiller and 
rectifier from the market. Most distributors, before they can add any 
domestic whisky brand to their line, must clear with their principal 
distiller and in most instances the distiller will not consent. In the 
past year our company has negotiated with many distributors who ex 
pressed their desire to do business with us and add our line, but finally 
they had to tell us that they could not obtain consent from their prin- 
cipal distiller and, therefore, were in no position to jeopardize their 
main line. In the past 6 months, with the increased demand for 
straight whiskies, one distiller, namely Seagram, operating through 
three selling divisions selling three parallel lines of spirit blends, even 
went further and formulated a distiller-distributor contract. In the 
body of said contract it is provided for listing of all competitive 
brands and items now sold by the particular distributor and he must 
before adding any new line or brands give Seagram 90 days’ notice in 
writing of the contemplated addition. Wherever a domestic whisky 
item was to be added, the distributor was told that he was doing it in 
jeopardy to his franchise. We ourselves have had several experiences 
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wherein the distributors have asked for our line and we have sold them, 
but they later had to cancel out because they feared the risk of losing 
their principal line. Two specific instances are United Distributors, 
New Bedford, Mass., and Delaware Beverage, Wilmington, Del. In 
both of these instances the people had dealt with us or had negotiated 
with us and then had to cancel out. 

We had further negotiated with other distributors who had the need 
for straight whiskies and could not obtain Seagram’s permissior 
This included some of the key wholesalers in New York and New Jerse 
and other markets. The purpose of these distiller-distributor con- 
tracts is one-sided and intended only to minimize damages in case of 
termination of distributorship and to afford the contracting distiller 
an opportunity to know in advance of any negotiations where a dis 
tributor contemplates adding a new line to his present line for pur- 
poses of intimidation. We have had experiences in New Jersey with 
a distributor member of the Big Four where, after expressing a desire 
to take over the line, they told us that they must clear with their prin 


cipal distiller. In the past they had tried to take in a competitive line 
and they were told not to do so. ae therefore, felt that because of 
this precedent, before they took on J. W. Dant they must clear. It 


is now more than 2 months and we have heard nothing more from 
them. If this practice continues, the independent distillers must event- 
ually close their doors, as there appears to be no adequate means of mer- 
chandising their whiskies. Since the liquor business is licensed and 
in many markets the number of licenses is limited, an independent 
distiller can only go to the established wholesalers or close shop. The 
latter situation is becoming more prevalent every day. 

The Big Four distillers virtually control their distributors finan- 
cially and otherwise. To permit this practice to continue must result 
in confiscation of the property and inventories of the independent 
distillers by the Big Four. The whiskies are getting older, the obliga 
tions are m: turing, and no means of disposition 1s open except on a 
liquidation basis to the Big Four. Most of the Big Four distillers 
are not satished to operate corporatewise, but are split into many 
selling subdivisions and by sheer power are able to list not one line 
of whisky, but three lines of similar whiskies under different labels. 
For example, Seagram Distillers Corp. has the Seagram Co. selling 
Seagram V. O., 7 Crown, Gallagher & Burton, and Kessler. An. 
other subdivision, Calvert, sells Lord Calvert, Calvert Reserve, and 
Carstairs. The third subdivision, Frankfort, sells Four Roses, Hunter. 
Paul Jones, and Wilson. 

Hirman Walker has the Walker line, consisting of Canadian Club, 
Imperi: al, and many other items. They also have the Barclay line 
consisting of Corby’ s and many other items. Their third line is 
G & W with their 7 Star blend, William Penn, and m: iny other items. 

National Distillers has the Bellows line consisting of a full range 
of products, the National case goods division, and the National con- 
tract division, all of which operate in parallel lines, tieing up as 
many distributors as possible. 

Since this is a licensed business under strict franchise by both the 
Fede ral and local government. we believe this distiller-distributor 
tie-in should be prohibited by Federal regulation. The independence 
of the distributor and retailer should be ‘protected and the independ- 
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ent small distiller allowed to compete with the Big Four. Otherwise 
these evil practices by the distiller of tieing up the distributor will 
extend to the retailer with the return of all the vicious practices which 
n large part contributed to prohibition. 

Mr. Coxuier. I have no questions. 

Mr. Cuetr. Dr. Hammer, as I understand it, you have acquired 

e J. W. Dant distillery, located down in Dant, Ky., my home town 
of Marion. 

Dr. Hammer. Yes, sir. 

Mr. Cuetr. How long have you owned it, Doctor ? 

Dr. Hammer. Since the spring of 1946. 

Mr. Cuextr. Did you also acquire the small distillery at Gethsemane ? 

Dr. Ham™er. Yes, sir. 

Mr. Cuetr. Where is that located? Is that not also in the Fourth 
District of Kentucky that I have the honor to represent / 

Dr. Hammer. That is correct. 

Mr. Cuetr. Do you own any other small distilleries down in my 
district that you know of ? 

Dr. Hamner. No, sir. 

Mr. Cuetr. As I understand it, Doctor, from what you have just 
stated, you think there is indeed a real threat to the little inde- 
pendent—and I assume you consider yourself a small independent 

Dr. Hammer. That is correct. 

Mr. Cuetr. On the marketing of your wares, unless something is 
done in this handling of the products by the wholesalers of the Big 
Four ¢ 

Dr. Hammer. That is correct, sir. 

Mr. Cuetr. How long have you been in the distilling business ? 

Dr. Hamner. Since 1943. 

Mr. Cueir. Did you have any difficulty during the shortage of 
barrels in acquiring cooperage ? 

Dr. Hamner. Yes, sir. 

Mr. Cuetr. I wonder if you would relate that to the committee, 
please. 

Dr. Hamner. Our position was no different than that of any other 
small, independent distiller. We found that the cooperage com- 
panies had been bought by all the big companies and they would not 
take our orders for making barrels. We had no alternative but to 
sell most of our product to the big companies in bulk or in exchange 
for barrels, and in that way we were able to continue operating on 
a partial scale. 

Mr. Cue.r. Were you confronted with that problem that other 
small independents have indicated to the committee, that in order 
to secure barrels during this crucial shortage of barrels you had to 
agree to allow any one of the Big Four a portion of your grain allo- 
cation in return for the barrels? 

Dr. Hammer. We were not compelled to. It was a matter of 
choice. It was either do that, or not operate. 

Mr. Cuetr. In the final analysis you either had to do it or you did 
not keep in business; is that about the answer? 

Dr. Hamner. That is right. I mean there was no compulsion, 
in the sense that we had the other alternative of not operating. 

Mr. Cuetr. How long did that condition last, Doctor? 
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Dr. Hamner. I believe that lasted from 1944 through 1947. 

Mr. Cuetr. From whom had you been securing your barrels prio 
to this difficulty that you found? Do you remember what cooper: age 
establishment it was? Was it Motor Wheel, or Louisville Cooperage ? 
Do you recall just who it was? 

Dr. Hammer. No; I do not, s 

Mr. Cuetr. Mr. Keating. 

Mr. Krarinc. Did you in fact turn over a part of your grain all 
cation in order to get bar rels / 

Dr. Hamner. Yes, sir; I did. 

Mr. Keatine. To whom? 

Dr. Hammer. I do not recall offhand. I can refresh my memory 
from our records but I know there were several instances where w: 
had to do that and I believe our records will show the compani 
involved. 

Mr. Krarinc. Was it one of the Big Four? 

Dr. Hamner. Yes, si 

Mr. Keatrina. But nt do not remember now which one? 

Dr. Hammer. We dealt with all of the Big Four at that time. In 
some cases we just transferred our allocation without getting any 
barrels. 

Mr. Krarinc. Why would you do that ? 

Dr. Hammer. We would do that so that we would get an income 
vith which to stay in business. The barrels were so tight that some 
of them would not even give barrels in exchange for transfer of 
allocation. 

Mr. Kearinc. In some instances you did turn over your grain allo- 
cation in order to get barrels 4 

Dr. Hamner. Yes, sir. 

Mr. Keatrine. More » an once ? 

Dr. Hammer. Yes, si 

Mr. Cuetr. Do vou esis of any dealings between the Big Four 
themselves of any kind ? 

Dr. Hamer. No, sir. 

Mr. Kearine. In other words, these practices of which you complain 
in your statement and in your oral testimony have to do with certain 
ones of the Big Four, but you know nothing about the dealings among 
the Big Four themselves as to whether the practices in which they 
engaged were in concert or by design ¢ 

Mr. Hammer. No, sir; I do not. 

Mr. Cuetr. The burden of your statement as I read it is directed 
primarily against Seagram ¢ 

Dr. Hammer. That is correct. We felt that in the last 60 to 90 days 
and it has injured us to a very great degree. It has halted our progress. 
It has caused us great financial loss and if it continues it could eventu- 
ally put us out of business. 

Mr. Keating. The actions of Seagram with reference to distributors 
who want to take on your line? 

Dr. Hamner. Especially this so-called distiller-distributor con- 
tract. That is the most violent form of attack that we have ex- 
perienced, 

Mr. Kearina. Is Seagram the only one using that general form of 
contract 4 
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Dr. Hamner. Yes, sir. 

Mr. Keatrne. Have you remonstrated Seagram in any way 4 

Dr. Hammer. No: we have not because it was a matter between Sea- 
eram and their distributors. We feel the only way to remonstrate was 
to bring legal action and that is under consideration at the present 
time. 

Mr. Keating. Are you acquainted with Mr. Fischel ? 

Dr. Hamner. Yes; I am. 

Mr. Keatina. Have you ever had any dealings directly with him? 

Dr. Hammer. No; I met him soci: lly at conventions. 

Mr. Keatine. If an accredited representative of the Justice Depart- 
ment had talked with you at any time with reference to these allega- 
tions which you make, would you have told them substantially the 

same thing you have told this committee ? 

Dr. Hamner. Yes, sir. 

Mr. Kearine. I have no further questions. 

Mr. Cuetr. Are there any further questions? 

Mr. Roptno. Dr. Hammer, do you know of any instances where Sea- 
gram has distributors who also may have carried other competitive 
lines # 

= HAMMER. Yes, sir. I think this so-called distiller-distributor 

ntract apples only to new lines which are added. I believe your 
question refers to a case where the distributor already has competitive 
lines. I think the contract itself simply requires the distributor to 
list the competitive lines and then if he wants to add any new line he 
must give Seagram 90 days’ notice. 

Mr. Ropino. Do you know of any instances where they have added 
new lines since the inception of this contract 2 

yr. Hamner. That — be something between Seagram and their 
jobbers. I know in every case where we have dealt with a Seagram 
jobber in the last 2 or 3 months and have tried to get the jobber to 
put on a new line, he has told us, “I must take it up with Seagram on 
iccount of this 90-day clause, but I have no doubt that I will get 
permission because your business is principally straight whiskies and 
seagram does not handle straight whiskies and therefore there should 
be no conflict.” And then we would wait and we would not hear from 
him and we would call him up and he would say, “I am still trying 
to get permission. I am trying to get an appointment with Mr. 
‘ischel.” Then another week would go by and we would get the same 
story, and this thing would go on for a month or 2 mot ths, and then 
finally he would tell us, “Well, Lam sorry, I cannot handle your line.” 

Mr. Ropino. Did you bother to find out, when they told vou that they 
could not carry your line, whether it was at the insistence of Seagram’s 
representatives that they should not / 

Dr. Hammer. Well, that is what they told us. I can only go by 
what they told us. I can only 0 by the fact that it was very much 
to their financial interest to hi andle our line and that they were very 
eager to handle our line and that they themselves were very much 
disappointed that they were not permitted to handle our line. 

Mr. Roprtno. You made reference to certain experiences in New 
Jersey with various distributors, or a distributor, a member of the 
Big Four who is desirous of handling your line and that for a period 
of 2 months you heard nothing. Have you been able to, since this 
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statement was prepared, find out whether or not there has been a1 
change in attitude / 

Dr. Hammer. No, sir; there is no change in attitude. 

Mr. Roptno. They have not stated to you that they could not car 
the line ¢ 

yr. Hamer. They keep saying, “We hope we will eventually be abl: 
to get permission,” but now we have not heard from them in a lo! 
time and in spite of repeated requests we are just getting the san 
answer and we understand exactly what has happened. ‘The patter 
is exactly the same as the experiences we have had in similar cases. 

Mr. Ropino. Do they tell you it is a necessary function which the 
must perform before taking on your line; that they must ask fo 

yermission ¢ 

Dr. Hammer. Oh, yes; they do. They say that if they took on ow 
line when they were told not to they would jeopardize their main lin 
their Seagram line, and they would lose their franchise. That 
implied by the contract itself. Why would Seagram want 90-da 
notice if it was not for the purposes of intimidation ? 

Mr. Roprno. 1 am not trying to interpret the contract. I am just 
trying to find out from you just what these people may have told you 
when you attempted to negotiate with them for the t iking on of you 
line, whether they made these representations or statements to you. 

Dr. eee Yes, sir. 

Mr. Cuetr. As I understand it, Doctor, you know of no concerted 
action or agreement between any of the Big Four, but you do knov 
that there is a definite, set, cut pattern which prevented your having 
your lines taken over by the same wholesalers to handle your product ; 
you do know that ¢ 

Dr. Hamner. That is correct. 

Mr. Keatinc. You were present when Mr. Fischel made this address 
which has been referred to here? 

Dr. Hammer. Yes; I was. I just came in while he was testifying. 

Mr. Keatine. Were you present when he made this address to a 
group of men in New York, the address which he was questioned 
about ? 

Dr. Hammer. When? 

Mr. Kratine. You were present at that time? 

Dr. Hammer. No; I was not at that luncheon, but I have spoken 
to people who were present at the luncheon. 

Mr. Keatine. You have spoken to them ? 

Dr. Hamner. Yes, sir. 

Mr. Kratine. Did you gain the impression that substantially the 
way it was reported was what was said there ? 

Dr. Hammer. Yes, sir. 

Mr. Krarine. At least, that is the way the people understood it 
who heard it ? 

Dr. Hamner. Yes; in fact, I think it was in quotation marks in the 
reporting. 

Mr. Keatrne. That is all. 

Mr. Cuetr. Is your little plant in Dant in operation now? Is your 
little plant in Gethsemane in operation ? 

Dr. Hamner. No, sir. Just the bottling. 

Mr. Cuetr. But the distillery itself is not in operation ¢ 

Dr. Hammer. No, sir. 
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Mr. Cnetr. How many people would you say, Doctor, had you em- 

ployed there when you were running a full-scale operation in the two 

mall plants ? 

Dr. Hammer. About 100. 

Mr. Keatinc. Are you a practicing doctor of medicine? 

Dr. Hammer. No, sir. 

Ir. Keating. You do not make just medicinal whisky, do you? 

Dr. Hamner. No, sir. I took my degree at Columbia University, 
but I never practiced. 

Mr. Roptno. Dr. Hammer, you just stated in reply to a question by 
Mr. Keating that you gained the impression—or was the statement 

nade by these people who were present at this luncheon—that the 
article which was quoted with relation to Mr. Fischel gave the actual 
-tatement that he made? 

Dr. Hamner. Yes, sir. 

Mr. Roptno. However, you yourself were not there? 

Dr. Hamner. No, sir. 

Mr. Ropino, And you are merely conveying an impression which 
you gathered after speaking with other people / 

Dr. Hamner. That is correct. 

Mr. Kearing. More than one? 

Dr. Hammer. Yes, sir, and I was told that Mr. Fischel had spoken 
out of turn. 

Mr. Ramsay. I would suggest that hearsay is irresponsible evidence. 
Your rule requires us not to use it. 

Mr. Kearine. Whose rule? 

Mr. Ramsay. The rule of the full committee. I understood that 
is what it says. 

Mr. Cuetr. In the interest of getting at the facts we have tried to 
adhere to some rules of evidence, but in some instances we have al- 
lowed hearsay. 

I think that will be all. Thank you very much, Doctor. 

Is Mr. Porter in the room ? 

Will you stand and be sworn, please ? 

Do you solemnly swear that the testimony you are about to give 
on this occasion will be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Porrer. I do. 


TESTIMONY OF SETON PORTER, NATIONAL DISTILLERS PRODUCTS 
CORP., NEW YORK, N.Y. 


Mr. Mrrcne.y,. Will you state your name, please? 

Mr. Porrer. Seton Porter. 

Mr. Mircnety. You are the chairman of National Distillers Prod- 

‘ts Corp., sir? 

Mr. Porter. Yes, sir. 

Mr. Mrreneti. Of New York? 

Mr. Porter. Yes, sir. 

Mr. Mrircue.y. How long have you been the head of that company 
as president or chairman ? 

Mr. Porter. Since it was incorporated. 

Mr. Mircueti. And when was it incorporated ? 
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Mr. Porrer. In 1924. 

Mr. Mircue.y. It did a medicinal whisky business before repeal ? 

Mr. Porter. Yes. 

Mr. Mrrcenetu. It had been in that business some time before that ? 

Mr. Porrer. Predecessor companies, yes. 

Mr. Mircuett. What form of contract, if any, does your company 
use with distributors ? 

Mr. Porter. As far as I know, we have none. 

Mr. Mircue tnt. You have none? 

Mr. Porrer. No. 

Mr. Mircureny. Have you ever had any arrangement, whether by 
written contract or otherwise, requiring your distributors to distribute 
only National Distiller products ? 

Mr. Porter. Not that I have heard of; no, sir. 

Mr. Mircue ti. You feel they are free to accept any products they 
wish ? 

Mr. Porter. Yes. 

Mr. Mircue... Do you extend credit in substantial amounts to any 
of these distributors ? 

Mr. Porrer. To all of them. ’ 

Mr. Mircuentt. What is the approximate amount of maximum credit 
given to any of these distributors, individuals, or corporations / 

Mr. Porrer. I do not really know. It might be $2 million or $3 
million. I do not really know. 

Mr. Mireneit. And you would have many of these important dis- 
tributors who would be your debtors to the extent of $1 million or 
more, would they not ? 

Mr. Porrer. Yes. 

Mr. Mircneri. Have you in some instances made direct loans to 
your distributors ¢ 

Mr. Porrer. There is only one that I know of. 

Mr. Mircne... Have you in any case taken current credits and in 
effect postponed their payment by taking a note from the distributor 
that would postpone the date of payment ? 

Mr. Porrer. That may have been necessary at times; yes. 

My. Mrrenets. In times of financial stringency ? 

Mr. Porrer. Yes. 

Mr. Mrrceneni. Has it been your experience that a distributor who 
is indebted to your company for a large amount of money is or is not 
disposed to buy the produets of a ne, ¢ 

Me Porrer. In the first place, it would be probable that he would 
owe other distillers money as ooh as ourselves. 

Mr. Mrrcnety. Going back to my question, let us get the basis. 
Most of your distributors, would they owe as much money to other 
distillers as the AV do to you? 

Mr. Porrer. Not necessarily, and I would not necessarily know 
about that. 

Mr. Mircne ti. As a matter of fact, there are certain distributors 
throughout the United States who are known as National Distiller 
distributors, are they not ¢ 

Mr. Porter. That is right. 

Mr. Mircneii. And the major part of their product is purchased 
from your company ? 
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Mr. Porter. That is right. 

Mr. Mrrcuetx. And therefore the major part of their debts would 
be due your company ? 

Mr. Porrer. That would be right. 

Mr. Mitcuett. Is it your opinion that the large indebtedness of 
these distributors has any effect upon their willingness or unwilling- 
ness to buy a product from another distributor ? 

Mr. Porrer. The — to that is, as I see it, that if ~~ owe some 
body money, it would be humanly reasonable and also reasonably 
honest to endeavor to discharge that debt before you bows some- 
thing from somebody else. 

Mr. Mircueitu. You do not get into disagreement with the man to 
whom you owe a lot of money, do you ? 

Mr. Porter. You don’t what? 

Mr. Mircnetu. A man does not ordinarily get into a disagreement 
or have any conflicts with his creditor, does he? 

Mr. Porrer. He tries not to, I should hope. 

Mr. Mrrcne ti. That would apply to the case of a loan of a large 
amount of money to a distributor, would it not ? 

Mr. Porter. Yes. 

Mr. Mrrcneti. At the previous executive hearing we asked some 
questions concerning that company to which you made the loan and 
you were good enough to obtain a letter explaining the details for 
us since that time, is that correct? 

Mr. Porter. That is right. 

Mr. Mrrcne tu. I am leading these questions to save your voice and 
to make sure the reporter and the committee hears it. 

That letter is perhaps the best way then to explain that transfer 


action, rather than for me to ask you the questions? 

Mr. Porter. I think that gives all the facts. 

Mr. Mircneni.. Now the ‘letter r, with your permission then, Mr. 
Chairman, I will read. It is addressed to the chairman of the com- 
mittee from Mr. Porter, and is dated June 24, 1952 


Dear Mr. CHELF: During the course of my testimony before your committee 
on June 18, I was requested to supply information concerning National Dis 
tillers financial relationship with Gold Seal Liquors, Inc., of Chicago, II 

Gold Seal Liquors, Inc., has been a distributor of the National Distillers in 
the Chicago area for many years. We do not have an exclusive distributor for 
our products in that territory and the Gold Seal Co. is one of six such distribu 
tors in that area. 

During its entire operation as a distributor of National’s products, the com 
pany has held the necessary Federal and State permits and licenses as a whole 
sale liquor dealer, issued to them after investigation by Federal and Sta 
thorities. 

The company has done a very commendable job as a distributor of our prod 
ucts displaying enthusiasm, a willingness to work, and the establishment of an 
efficient sales organization. 

We have had no complaints of unethical or illegal practices on the ir pa rt from 
either competitive jobbers, the public, or Federal or State officials. » best 
of our knowledge no charges have been made against the company of : - iola- 
tions of either the Federal permit or the State license. 

During the recent crime investigation conducted by Senator Kefauver’s com- 
mittee, much publicity was given to the connection with Gold Seal Liquors as an 
officer and stockholder of Joseph C. Fusco, who it is charged, was actively cor 
nected with the illegal manufacture and sale of intoxicating liquors during pro- 
hibition. 

Officials of the State of Illinois, stated they intended to refuse the renewal of 
the company’s State license as long as Mr. Fusco was connet ted with the com- 
pany. 
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Following their advice, Gold Seal opened negotiations with Mr. Fusco for th 
purchase and retirement of his stock. Direct purchase by the existing stocl 
holders seemed impossible and the officers of the company came to National Di 
tillers requesting that we advance the company certain monies to make possible 
the purchase and retirement of Mr. Fusco’s stock. 

Gold Seal Liquors was experienced in the wholesale liquor business, thorough! 
acquainted with the Chicago retail market and familiar with the quality and 
background of certain products of National Distillers and well acquainted with 
National's policies of production, sales and advertising. 

Should the company be denied a license in the State of Illinois, we would lose 
an important experienced distributor and be forced to find a new outlet for the 
distribution of those products handled by Gold Seal in the Chicago market. 

In a desire to avoid such a change in distributors we loaned Gold Seal, on 
February 27, 1952, $1,950,000, which was used to retire Mr. Fusco’s stock, wh: 
now has no connection with the company. There _was a commercial loan fo 
which we hold the company’s demand note bearing 5 percent interest. We have 
not acquired any stock of the company as collateral nor do we have any officers 
or employees of National Distillers on the board and our company does not shar: 
in the profit of Gold Seal Liquors. 

In order to protect us against dissipation of assets, an agreement was entered 
into by National Distillers and Gold Seal, February 27, 1952, providing that as 
long as the note in question remained unpaid, Gold Seal would not make further 
loans, pledge or encumber any of its properties or assets, pay dividends or retir¢ 
additional outstanding stock or increase salaries of officers or executives. 

In addition to the note, February 27, 1952, National Distillers holds a demand 
note for $500,000 bearing 3 percent interest dated July 16, 1951, which was given 
by Gold Seal to secure an unpaid balance on merchandise sold to the company 
This note did not represent any cash advance to the company and there have 
been no monies loaned to Gold Seal other than that covered by the note, Febru- 
“~ 27, 1952 

P there is any further information you desire, I will be only too glad to 
sonia it. 
Very truly yours, 
SETON PorTER, Chairman, 

Mr. Keattne. The total of those two is what ? 

Mr. Mrrenenp. $2,450,000. 

Who were the surviving parties in that Gold Seal Liquor? That 
is the shareholders ? 


Mr. Porrer. I do not know that I correctly know. I think a man 
whom you asked if I knew. 

Mr. Mircnetit. A Mr. Freedman ? 

Mr. Porrer. That is right. 

Mr. Mircnety. You had not met him, you say ? 

Mr. Porter. I had met him and that is all, 

Mr. Mircney. Is there anyone else ? 

Mr. Porter. I have no knowledge of it. 

Mr. Mircuet.. So far as you know, Mr. Freedman then succeeded 
to control the company ? 

Mr. Porter. Yes. 

Mr. Mircneti. This $500,000 transfer action, July 16, 1951, fol- 
lowed by about 2 months the printing of the third interim report of 
the Kefauver committee in which there is some reference to that com- 
pany. Was there not, so far as you know, any connection between 
these two events? 

Mr. Porter. I do not know, but I should not think so. 

Mr. Mrreneti. The report of the Crime Committee said: 

That the liquor industry as a whole believes it is the responsibility of the Gov- 
ernment to keep hoodlums out of the industry. 


Is that a fair statement, or do you take exception to it? 
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Mr. Porrer. Well everybody who sells liquor is licensed either as 
. wholesaler or a retailer. He must have a Federal permit and he must 
in all instances, I think, get a State permit. I believe that our com- 
pany, as I should think others, if they sell liquor to a wholesaler who 
holds a Federal permit and a State permit would assume he was a 
proper person to do business with. 
~ Mr. Mrrenewu. It is a very much regulated business, is it not ? 

Mr. Porter. Completely so. 

Mr. Mircueci. And the distillers also? 

Mr. Porter. Yes. I think you are examined primarily for credit 
risk, rather than for the necessary moral background of the customer. 

Mr. Mircuetyt. With relation to credit risk, then, and with reference 
to the Gold Seal Liquor Co., Mr. Fusco testified before the Kefauver 
committee, I believe, that his company was the largest in the Chicago 
irea—would you say that is true? 

Mr. Porter. I don’t know. 

Mr. Mircue tt. If it is not, it is one of the largest ? 

Mr. Porrer. It is one of the largest. 

Mr. Mrrene yt. With respect to a credit of that size to an important 
listributor of that sort, would that not tend to bind that company 
io you? 

Mr. Porter. Well, I think no more than was explained by the 
previous answer I tried to make to a similar question. 

Mr. Mircnety. That binding is increased, is it not, by the charac- 
teristics of the note, which is payable upon demand / 

Mr. Porter. Yes. It is no different than if I owe my tailor a 
bill. I would feel that if I still owed him it would probably not be 
very good for me to go buy a suit somewhere else. 

Mr. Mircuett. Particularly if you bought a $214 million suit. 

Mr. Porrer. Yes. It is all relevant. 

Mr. Mircneti. The next step, of course, is one relating to the 
attitude of those distributors toward maintaining a price. Leaving 
the question of whose product may come in, but people of that charac- 
ter who are bound by some financial relationship to a distiller are, 
would you say, amenable to suggestions that certain prices be main- 
tained if they are suggested by a distiller ? 

Mr. Porrer. The answer is very much the same as the answer on 
the credit, I would say. It is human nature, it seems to me, that if 
you owe money to somebody, the debtor has that responsibility to 
keep good relations with him. His credit problem is a very serious 
one. 

You see the tax now is almost $12 a gallon. If there were three full 
gallons on the case you get over $30 taxes. The distiller has to pay 
that in cash to the Government and the State, so that if you ship a 
number of cases you have made a tremendous outlay. The trade in 
general does not have the capital to pick that up before they hav 
sold it. It takes a great many months between the time of hotline 
and the time of payment by the consumer, and in our company, 
which is by no means the largest, our accounts receivable today are, I 
think, as high as they have ever been in our history. 

Mr. Mircuetn. About what amount you say ? 

Mr. Porter. Probably $60 or $70 million, which is a terrific risk 
burden to carry, and it is a very difficult thing to finance for us in 
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the first instance and it is a terrific thing for the wholesale trade t 
finance and it is a terrific thing for the retail trade and it is becom 
ing so burdensome that it is almost impossible. The taxes havi 
reached such a point that the amount you get for your merchandise, 
the amount the distributor makes and the retailer makes is really it 
suflicient conside ring the enormous sums of money involved, We: 
practically selling Government taxes over a longer period of time. I 
you have a credit loss somewhere, it is quite hard to make it up again 

Mr. Mircuet.. The biggest part of that financial burden then is 
the necessity of financing these large amounts of taxes 

Mr. Porrrr. That is the whole thing. It is practically the entir 
thing. 

Mr. Mircurtn. Well, it goes all the way along the line. 

Mr. Porrer. Yes. The wholesaler finds as much as_ possible is 
shoved off on him and he tries to push it over to the retailer. 

Mr. Mircne tt. One without large amounts of capital could not 
get far in this business? 

Mr. Porter. Yes, that is right. 

Mr. Mrrenetnt. That is why some of these distillers are having 
trouble? : 

Mr. Porrer. Why of course. Everybody is having it. 

Mr. Mrrcnets. There is another question I wanted to ask you 
concerning any requirement by your company of wholesalers that 
they buy a substantial amount of bulk whis ky at a given time and 
take the equivalent of that bulk in ease goods over a following 
period. 

Mr. Porter. There is no such requirement. 

Mr. Mircneis. Has it ever happened / 

Mr. Porrer. We sell bulk whisky to people. 

Mr. Mrrenet.. Do those same people then take the bulk in case | 
goods over a following period ? | 

| 





Mr. Porter. That is right. 

Mr. Mircnet.. If that happens, does not that wholesaler then have 
his money tied up in the bulk 6 months in advance ? 

Mr. Porter. Obviously. | 

Mr. Mrreneus. Therefore he would have a little trouble getting | 
money to buy somebody else’s whisky, would he not 2 | 

Mr. Port R. If you have used your money to buy something, you 
of course have not got it to buy something else. 

Mr. Mrreneti. You can only use it once. 

Now, you can sell bulk whisky, you say. Have you sold any bulk 
whisky to any individuals who make the purchase, to your ieoaicies, 
for investment, as opposed to later sale at retail or wholesale? 

Mr. Porrer. I do not know thi at I quite understand your question. 

Mr. Mircuec.. I am not sure that I have it right. You do sell bulk 
whisky: is that right? 

Mr. Porrer. That is right. 

Mr. Mrrenevi. And you sell that by the transfer of warehouse 
receipts / 

Mr. Porrer. Yes. 

Mr. Mirenec.. And that is the commonplace manner of making 
those transfers of title. Now, do those sales sometimes go to persons 
who make the purchase of the warehouse receipt for whisky with 
a view to investment of holding it for 6 months or a year? 
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Mr. Porter. No. I should say not; no. Our policy is onty to sell 
bulk whisky to people who are going to use it. Or we might sell bulk 
whisky to someone who wanted to use it in his own brands. ‘To other 
distillers, perhaps. ‘ 

Mr. Mircuent. Do you have in mind any situation where an indi- 

idual connected with one of your dis tributors made a purchase of 
bulk whisky for investment; he thought it was going to go up and 
then he would sell his warehouse receipts 6 months later? 

Mr. Porter. I am familiar with no such transfer action. 

Mr. Mrreweti. Are you familiar with a provision of law which 
would permit such person to sell that whisky after 6 months and take 
the gain, if any, as a capital gain ? 

Mr. Porrer. Yes. Capital gain would apply to that, I presume. 

Mr. MircHe.y. So long as it was an investment rather than a sale in 
the ordinary course of the whisky business, is that your understanding ¢ 

Mr. Porrer. I presume so; yes. 

Mr. Mircuett. But you know of no such transfer actions between 
your company and ee who wished to make such investment ! 

_ Porrer. No, I donot. Ido not know just what you are referring 
to, but that is certainly not a common practice. 

Mr. Mrrcnetn. Well, I do not know. That is why I am asking you. 

Mr. Porter. I do not know. 

Mr. Mircnenn.. With respect to the bulk, have you made substantial 
purchases of bulk whisky from other whisky companies? 

Mr. Porter. Oh, yes. 

Mr. Mircuext. Do those include the Big Four ? 

Mr. Porter. No. Maybe, but very rarely, I would think. 

Mr. Mirceneti. They have sold to you from time to time? 

Mr. Porrer. Not very often. 

Mr. Mircuenu. If you are short on one age of whisky and you were 
long on another, might you not se ‘11 some of the one i were long on, 
and buy some of the type of which you were short in 

Mr. Porrer. You might, but _ a matter of practic e, I do not recall. 

Mr. Mrrceueiu. I am not sure, but I think we had testimony yester- 
day from Mr. Friel of Seagram that he had made purchases from your 
company and others of the Big Four from time to time. 

Mr. Porrer. That is correct. 

Mr. Cuerr. I think he used the term “exchanges.” 

Mr. Porrer. That is correct. 

Mr. Mrrenetn. You would say that does happen ? 

Mr. Porter. That is right. 

Mr. Mrrcnen. If you were long on 77-year-old and wanted more of 
4-year-old, you might make a deal with Mr. Rosenstiel’s company to 
balance out your inventory / 

Mr. Porrer. That is right. 

Mr. Mrreneti. And you have done that? 

Mr. Porrer. Yes. 

Mr. Mircuey. Those probably would be transactions of some size. 

Mr. Porrer. They might well be; yes. 

Mr. Mircueti. Might there not be large amounts involved ? 

Mr. Porrer. Yes. 

Mr. Mrrcuect. How big do you think any of those purchases 
would be? 

Mr. Porrer. Well, 5,000 or 6,000 barrels would be a pretty large one. 
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Mr. Mrrenentt. In terms of money what would 5,000 barrels 
7-year-old bourbon amount to? 

Mr. Porrer. It all depends upon when the transaction took place. 

Mr. Mirenev.. Roughly. 

Mr. Porrer. A barrel of whisky is worth $200 or $300 a barrel, ar 
6,000 barrels, that would be about $1,800,000. 

Mr. Mrrcene vn. It would be of that order of size? 

Mr. Porrer. Yes. 

Mr. Mrrcneti. Then you would say transactions of that sort pro! 
ably occurred between your company and Mr. Rosenstiel’s company 
or Schenley ? 

Mr. Porrer. There have been some, but not many. 

Mr. Mrreneni. The same would be true with Seagram ? 

Mr. Porver. We have sold them rye whisky which I believe they 
use in their blends. 

Mr. Mrrenet,., And the same with Hiram Walker? They are an 
other blending company. 

Mr. Porrer. I recall no transactions with them. 

Mr. Mrrcene si. They are a little small, relatively, for that type of 
transaction, are they ¢ 

Mr. Porter. Oh, no. 

Mr. Mircnent. They are big enough ¢ 

Mr. Porrer. Bigness would have nothing to do with it. 

Mr. Mrrenens.. Having the whisky is the important thing; is it not ? 

Mr. Porrer. That is right. 

Mr. Mrrene.. And only the big ones have that much whisky as a 
rule, do they not ? 

Mr. Porrer. Oh, no. A great many of the other distillers have a 
great deal of whisky. 

Mr. Mrrenens. 5,000 or 6,000 barrels is not a great amount? 
Mr. Porrer. Why, no. These companies that you speak of as inde 
pendents have hu ndreds of thousands of barrels of whis ky, a great 

many of them. 

Mr. Mrrenetn. So this runs into hundreds of millions of dollars, 
then? 

Mr. Porrer. Yes. 

Mr. Kearinc. Do you mean the so-called smaller distillers have 
stocks on hand running into the hundreds of millions of dollars ? 

Mr. Porrer. I say hundreds of thousands of barrels of whisky. 

Mr. Kearine. There is enough whisky in this country, then, to 
take care of the next three generations. 

Mr. Porrer. It would seem so, at the present tax rate. 

Mr. Cuerr. I will have to agree with Mr. Porter that the taxes are 
too high. With $10.50, and $1.50 on the State level, that is a total 
tax of $12. They are about to tax the industry out of business. They 
are about to kill the goose that lays the golden egg, in my opinion, 
from the standpoint of an industry that is legitimate and one that 
is making its contribution to the Government in the way of taxes, both 
on the county, State, and Federal levels. 

I am very much interested, Mr. Porter, in seeing that you get a 
break on that, because I know, not only from the standpoint of the 
little fellow, but from the standpoint of everybody in the industry, 
it isa terrific tax. I also know that during the war—and I think this 
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might to go into the record in all fairness to the industry as a whole— 
that during the war or at the beginning of the war the tax was $6. 
It was raised from $6 to $9 with the understanding that when the 
war was over the $3 additional tax would be removed. That addi- 
tional tax was later enacted to become permanent and then, in addi- 
tion to that, there was this additional raise here just a short time ago 
which increased it to the $10.50. It is a terrific burden, and in my 
opinion that is one of the reasons why there is less consumption today. 

Now you made a statement a while ago that the distiller has to pay 
the tax and the wholesaler has to pay the tax and the retailer has to 
pay the tax. In the final analysis the consumer is the one who pays 
the tax. 

Mr. Kratina. They do not have any taxes like that on Orange 
Crush. It is only on these beverages that contain a certain content 

f alcohol. 

Mr. Cuetr. This increase in taxes, gentlemen, has encouraged 
tremendous amount of illegal distilleries, and I can say that with- 
out-—— 

Mr. Keatrne. You can say that without any geographical conno- 
tations. 

Mr. Cuetr. That isright. It is being brought in from many States. 

I think Judge Shearer the other day pointed out in his testimony 
a at there were 19,000 or 20,000 illegal stills that had been raided, and 
the combine of all of them if they had been run on any given day 
together in concert, that they would outproduce the entire legitimate 
industry. So these terrific taxes do encourage the bootlegger and are 
helping destroy a legitimate industry. I think the Chair ought to say 
that in all fairness to the industry. 

Mr. Porter. There is no doubt about it. 

Mr. Cuetr. Proceed. 

Mr. Mrrcnein. With respect to the year 1948, did you obtain any 
knowledge as to whether the Antitrust Division of Justice was mak- 
ing any Inquiry into the Big Four? 

Mr. Porter. I remember something about it. 

Mr. Mrrcueti. Does it stay in your mind today as to what it was 
about ? 

Mr. Porrer. I remember this discussion about the cooperage situa- 
tion. 

Mr. Mrrcneits.. And some inquiry was made? 

Mr. Porrer. Yes. 

Mr. Mircuet.. These matters are handled by your officers, your 
counsel, and others? 

Mr. Porter. Yes. 

Mr. Keatine. Mr. Mitchell, do you remember what time of year 
he heard of that? 

Mr. Porter. I do not recall it, Congressman. 

Mr. MircuHeti. With respect to that same year, there was a political 

campaign for the election of president, in 1948? 

Mr. Porter. Yes. 

Mr. Mircuett. What knowledge have you of any political contri- 
butions that were made to either party by any of the officers or dis- 
tributors of your company or its associated companies? Do you have 
any knowledge of that subject ? 
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Mr. Porter. I gave you a list of my own contributions and I hay 
no direct knowledge of anything else. 

Mr. Mircuet,. You could not say that any individual had given 
specific amount to any party ¢ 

Mr. Porrer. Not that I recall; no. 

Mr. Mrrcneti. You have in mind the amounts you gave in 1948? 

Mr. Porter. Yes. 

Mr. Mircneiyi. Will you state what those were ? 

Mr. Porrer. In 1948 there was a total of $1,600 which I gave. 

Mr. Mrrenet.. Was that divided ? 

Mr. Porrer. Three contributions. 

Mr. Mrrcenetnt, What were they ? 

Mr. Porter. $500 to Herbert Brownell. 

Mr. Mirenentt. He was identified with the Republican Finance 
Committee, was he? 

Mr. Porrer. That is right; $1,000 to the United Republican Finance 
Committee. 

Mr. Mircuetit. Where was the United Republican Finance Com 
mittee ¢ 

Mr. Porter. I believe in New York. 

Mr. Mircnetxu. That is $1,000; and then what? 

Mr. Porrer. $100 to the committee for the nomination of Congress- 
man Emanuel Celler. 

Mr. Mircnectu. That is Congressman Emanuel Celler from New 
York? 

Mr. Porter. Yes. 

Mr. Mrrceneny. Is that the total ? 

Mr. Porrer. $1.600. 

Mr. Kearinc. That was not given to the Republican committee for 
Mr. Celler; it was a separate donation directly to the Celler com- 
mittee. 

Mr. Porrer. It was to a committe which I think was organized 
to bring about his nomination, sir. 

Mr. Mircne tn. That was $100, and the other sum was $1,000, and the 
other was $500 ? 

Mr. Porrer. That is right. 

Mr. Mircueit. Going to 1949, what contributions were made ? 

Mr. Porrzr. My contributions were $3,350. 

Mr. Mrrcenetyi. To whom were they made? 

Mr. Porter. $2,000 to the Democratic National Committee, $1,000 
to the Democratic State Committee of New York, $250 to the Demo- 
cratic State Committee of New York, and $100 to the Jefferson dinner, 
I think. 

Mr. Mircuety. A total of $3,300 in 1949? 

Mr. Porter. $3,350 in 1949. 

Mr. Mrrenetn. And in 1950? 

Mr. Porrer. I gave $5,000 to the Democratic National Committee, 
S800 to the Democratic State Committee, and $100 to the campaign of 
Congresswoman Katharine St. George. 

Mr. Mircnety. Congresswoman Katharine St.George? She is from 
your district ¢ 

Mr. Porrrr. She is a neighbor of mine. 

Mr. Mircne. Is she a Democrat or a Republican? 

Mr. Porrer. A Republican. 
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Mr. Mrrcuett. Is that the total as best you can recall? 

Mr. Porrer. That is correct. 

Mr. Mrrcnexy. That is the extent of your knowledge also with re- 
spect to any contributions that may have been made by distributors 

by officers or other asst clates in your company ¢ 

Mr. Porrer. Yes. 

Mr. Mrreneti. Did or did not your company, to your knowledge, 
make any political contributions in 1948, 1949, and 1950? 

Mr. Porrer. No; it did not. 

Mr. Mrrcneitn. You know that is against the law, and you know it 

is not done. 

Mr. Porrsr. That is right. 

Mr. Mrrenertt. Mr. Porter has covered fully Mr. Chairman, in a 
previous session, the acquisit ion of cooperage companies and it is clear 
n the record, and I think instead of asking him to go through that I 

ll ask you to permit us to release that and make ita part of the record 


ere, 
\Lr. CHELF. Without objection, that will be done. 
lhe testimony referred to is as follows :) 


MONY OF SETON PorTER, CHAIRMAN Of! HE Boarp, NATIONAL DISTILLERS 
Propucts Corp. 


Mr. Mircue.i. Will you please state your name for the record? 

Mr. Porter. Seton Porter, 

Mr. MITCHELL. And your business, sir? 

Mr. Porter. I am the chairman of the board of National Distillers Products 

Dp. 

Mr. MITCHELL. Where is that located? 

Mr. Porter. The administrative office is 120 Broadway, New York City 

Mr. MItcHELL. And you have been the head of that company for some year 
have you, sir? 

Mr. Porter. Since it was founded. 

Mr. MircuHeiyi. That is when? 

Mr. Porter. 1924, I think 

Mr. CHe.r. Let the record show that 

nd myself are here. 

Mr. Mircwe yt. I imagine you find there is a 
ions in the liquor business; is that right? 

Mr. Porter. That is correct. 

Mr. MircHELL. Have you in mind any notice that came t 

» vears 1948 and 1949 of an investigation into antitru 
bers of the liquor industry? 

Mr. Porter. Not specifically ; no. 

Mr. MircHeELi. Those charges and investigations have oceurred from time 
time with the Department of Justice, the Federal Trade Commission, and com 
mittees of Congress, have they? 

Mr. Porrer. To the best of my recollection, the committee—I think it was 
a joint committee headed by Senator O'Mahoney—gave a great deal of attention 
to it, and I appeared before that committee. 

Mr. MITcHELL, That was the TNEC committee in 1939? 

Mr. Porter. Yes 

Mr. MIrcHELL. And then in 1943 and 1944, one headed by Senator Van Nuys. 

Mr. Porter. I do not remember that 

Mr. MircHetr. And then in 1949 another one. 

Mr. Porter. I do not recall it. 

Mr. MircHe.tyi. Do you recall there was a grand jury investigation, the grand 
jury sitting in Washington, D. C., 1944, with regard to charges of antitrust? 

Mr. Porter. No. 

Mr. MiTcHELL. You have no independent recollection now of a 1948—49 in 
vestigation of a similar character? 

Mr. Porter. No. 
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Mr. MircHe.y. Those matters are handled by your officers, if any such matt: 
arise, I suppose. 

Mr. Porter. Why, yes, surely, by the officers. 

Mr. KEATING. Were you chairman of the board in 1948 and 1949? 

Mr. Porter. I was president of the company originally when the firm yw 
founded. I cannot give you the exact date because I do not remember, 
around 1948 or 1949 I became chairman of the board and Mr. Bierwirth 
came president He is now president of the company and I am chairmaz 
the board. It was about that time, Congressman, ’48 or ’49. 

Mr. MircHe.t. I have in mind 1946 and 1947. Do you recall any discussi 
with Government people about tight cooperage supplies? 

Mr. Porter. I do not think I had any myself. I am sure I did not. Th: 
was a great deal of talk about it; I remember very well, a great deal, but 
do not recall having conversations myself about it. 

Mr. MircHe.tt. Were you aware that the Department of Justice made 
investigation into charges of antitrust in the cooperage aspect of the lig 
industry? 

Mr. Porter. Yes 

Mr. MircHeELL. Do you remember the position your company took with respx 
to a proposal made by the Alcohol Tax Unit that bourbon cooperage be permitt: 
to be used a second time? 

Mr. Porter. Oh, yes. 

Mr. Mrrcnecyi. Will you tell the committee about that 

Mr. Porter. Well, that is a long story. 

Mr. MircHe._t. Summarize as best you can 

Mr. Portrer. From almost time immemorial, whisky, to claim age, must 
stored in new cooperage. This was not only a custom but it was so provided 
law. During the period of whisky shortage in the latter part of the Second Wor 
War and the period immediately following, the manufacture of liquor was re 
lated by the Government and a relatively small amount was permitted to be mad 
and there were shortages of all manner and material. Af or about that tir 
there was agitation to change the law so as to permit whisky to be stored and 
given credit for age in second-hand cooperage. That would have complet: 
upset the tradition of the industry and would, of course, have worked a hards! 
on all the owners, large and small, of whisky. That was opposed, I would thir 
by the majority of the distilling industry, including our company. 

Mr. Mirenecrt. What form did that opposition take? 

Mr. Porter. Well, to the best of my recollection—and this has all been 
public record many times so I know I will be excused if I am in error about 
but I think this is approximately correct: There had been considerable agitati: 
and discussion on this matter, but without, so far as I know, warning a! 
certainly without hearing, an order was issued by the Treasury permitting this 

Mr. Mirene... Permitting the reuse? 

Mr. Porrer. Yes; and that was immediately opposed by our company and vet 
violently We took great exception to it and there was a long, drawn-out batt 
over that thing that lasted 8 or 9 months. I think nearly all the Kentuc! 
distillers were well united against that move. 

Mr. Mircne.y.. Wasn't that regulation suspended a week after it was issued 

Mr. Porter. Yes, 

Mr. MircHe.i. And then the hearings as to whether it would be reinstaté 
went on for a long time. 

Mr. Porter. That is right. 

Mr. MircHe... Were not a number of small distillers urgently urging th: 
reinstatement of the order and permission to carry fheir whisky in reused barrels 

Mr. Porter. There may have been some small distillers who might have bee! 
in favor of it. As I recall, I do not think any of the well-established, old whisk) 
distillers, who are nearly all in Kentucky, were in favor of it. I would not have 
thought so; no. 

Mr. Mrreneci. The basic problem was the shortage of new cooperage, was 
it not? 

Mr. Porter. Yes. 

Mr. Mircneti. And did not your company, as well as a number of the larg: 
companies, control a major portion of the new cooperage available? 

Mr. Porter. No, sir. 

Mr. MircHety. Didn’t your company control the Motor Wheel plant in 
Memphis? 

Mr. Porter. Yes. 
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Mr. MircHett. And the Chickasaw plant in Memphis and Louisville? 

Mr. Porter. Yes. I do not think the Louisville plant existed then, but yes, it 
may have controlled the plant. 

Mr. MITCHELL. And did you not at that time control the Pioneer Plant at Pekin, 
Lilinois? 

Mr. Porter. Yes. 

Mr. MircHecy. That did not make tight cooperage? 

Mr. Porter. That is right. 

Mr. MircHELL. Do you recall that the Department of Justice as part of its in 
vestigation of the cooperage charges recommended to the Alcohol Tax Unit that 
this regulation permitting reuse be adopted? Do you recall that? 

Mr. Porter. I do not know that I do, but I do not dispute it. I do not just 
recall. 

Mr. MitrcHELt. Do you know that later, shortly after that urging by the De- 
partment of Justice, the Department of Justice reversed its position and no 
longer urged the Alcohol Tax Unit to act - 

Mr. Rogers. Do you mean the Department of Justice? 

Mr. MITCHELL. Justice urged Treasury. 

Mr. Porter. I do not remember that. 

Mr. Keatinc. What year was that? 

Mr. MITCHELL. These occurrences were in the year 1947, were they not? 

Mr. Porter. Somewhere in there. 

Mr. MITCHELL. It began in 1946 and went through 1947. 

Mr. CHELF. AS my Memory serves me, the crisis came around the latter portion 
of 1948 and the early spring of 1949. 

Mr. Porter. I do not think the date is material. 

Mr. MITcHELL. Many of the distillers had put their output in reused barrels. 
The question was whether they could claim credit for age, was it not, Mr. Chelf? 

Mr. CuHetr. That is right. 

Mr. Rogers. Do I understand the Treasury did issue the order and then within 
a week they withdrew it? 

Mr. MircHeLL. They suspended it 

Mr. Rogers. They suspended it. And that suspension came upon a recom 
mendation from the Department of Justice. 

Mr. MITcHELL. No. ‘The original order, the issuance of the order was original 
ly urged by Justice and then Justice declined to take that position later on and 
withdrew from the matter and I want to know what the witness knows about 
that change of position by Justice. 

Mr. Roprno. But there was opposition at that time 

Mr. MITCHELL. Oh, yes. 

Mr. Roptno. By all of these major companies? 

Mr. MircHet.. That is right. 

With respect to those cooperage plants, your company purchased these cooper- 
age plants during the time that there was this very intense shortage of cooper- 
age, is that right? 

Mr. Porrer. No, that is not really exact. The history of that, as best I can 
recall it, is something like this: Long before the Second World War, we un- 
willingly took an interest in the Chickasew Co. and by “unwillingly” I mean 
they had a hard time financing themselves and their business did not seem to be 
very profitable and we had to lend them money. We went through various 
stages with the Chickasaw Co. We owned preferred stock in the company, we 
owned notes, and I think we may have owned common stock, and this extended 
ever a period of years, and I was always hopeful that we could completely get 
out of any financial interest in the Chickasaw Co. That was the only coop- 
erage company in which we had any interest and I guess we got the majority 
of our barrels from them. I do not exactly know. 

The Motor Wheel Co. which you mentioned was a division of a steel company. 
The name of the steel company I do not recall. I do not think it is material. 
They came to us and said that they would like to get out of it and would we buy 
it. They made not only cooperage but they made, rather interestingly, the little 
wooden wheels that go on all kinds of toys, in an infinite quantity. I never 
realized what a business that was. We took that company over. That was 
also I think before this shortage period. That I am not too clear on. 

When we took Chickasaw over, what happened was this: That company was 
owned by the Wellfords, Mr. Walker Wellford is a gentleman of about 82 or 
83. He had been in the business all his life with his sons. He was very anxious 
to leave the business to his sons. We were not anxious to have really any 
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interest in it. We neither had the capital to go into the cooperage business n 
did we want to be in the cooperage business. 

In the OPA—I guess it was called—regulations, they put a ceiling on the 
barrel. That is the finished product. There were no ceilings on staves, head 
ings, and trees. We got to a perfect impasse with the Chickasaw Co. becauss 
they could not afford to sell us a barrel at the ceiling price because it was cost 
ing them more than that, and that was a problem not only with us but w 
others We must have had at that time either a minority or nearly a half 
interest in the Chickasaw Co. dating from periods long before. 

Mr. Wellford was very unwilling or rather undesirous of selling out his con 
pany He has told me repeatedly that he has spent literally weeks and months 
in Washington before the OPA trying to show them the error of their wa 
n having the ceiling price on the finished barrel, with no control over the 
price in the timber and the work in the wood, which is the main part of the 
cost, 

I may say here that when I arte ng business with Mr. Wellford a good 
many years ago after repeal, we were paying $5.06 a barrel to his company fé 

woperage and when the OPA put ling prices on they must have been 
omewhere around $25 a barrel. The price of timber and everything that went 

had increased enormously, out of all proportion to, I believe, increases it 
* lines of industry. As I say Mr. Wellford has told me repeatedly that he 
was in Washington for literally months trying to get this thing changed, that 
he was met with constant rebuff. I think the whole cooperage industry w: 
doing the same thing and we were ultimately forced, in order to get any coop 
erage or get anywhere, to buy the balance of these interests out in the Chick 
asaw Co, 

It is a confused thing. You would have to see Mr. Wellford to understand 
this. He is a very old gentleman and I have great admiration for hin 
I think they had a relatively hard time all their lives in the cooperage business, 
They made a pretty good living but not what you would call good. When we 
attempted to buy them out at the then figures for timber and so forth, we pai 
them a great many millions of dollars which they were able to take a capita 
vain on, and only pay a 25-percent tax, whereas even if the ceiling situation had 
been relieved and they had received a lot of income, they would have beer 
subject to 60 or 70 percent taxes, so they made a very large amount of money 

nd retired and we inherited Chickasaw Cooperage Co. That is the story as 
I recall it 

Mr. MircHetr. When you did acquire that company what did your company 
respect to o ! ceived from the traditional and long-standing 

s of th 00 age company? 

n the same position toward them as we as buye 
fore. The ceiling was still there and the barr 
ling price, so if we sold many barrels, 

g money on them. We did have quite a 
oks from other people We had quite a struggle 
erybody wanted barrels, and those were 


I reeall Of course, they wanted to get 


lo with 


as soon as we did or sooner. I remember that was quite a situation. 

Mr. Mrrenec_it. Some of those orders were filled and some were not then? 

Mr. Porter. They were all filled or satisfied. There was no litigation th 
grew out of it as I remember. It was quite a long time ago. We either filled 
them completely or made some settlement or arrangement with whoever the 
customer was 

Mr. MITCHELL, Were some of those settlements or arrangements made on a 
basis that involved the sale of whisky stocks by the buyers of the barrels to your 
company ‘ 

Mr. Porter. No; I do not think so: no. 

Mr. MircHett. Was there a Mr. Kenyon who came to your company as a part 
of that transaction? 

Mr. Porter. He came into National Distillers about the same way I came. He 
was an engineer with Sanderson-Porter, my old firm, and we employed him at 
National Distillers on a number of things not directly related to the whisky busi- 
ness, and among other things he was put on the cooperage job. 

Mr. Mircneyt. Did he supervise the operation of the cooperage plant? Where 
is he now? 

Mr. Porrer. He left us quite some time ago. He could be located, I think. 
His name is Frank Kenyon. 





INVESTIGATION OF THE DEPARTMENT OF JUSTICE 575 


Mr. MITCHELL. Now, about your relationship with distributors, do you make 
any capital or inventory loans to distributors of your products? 

Mr. Porter. Not as a general rule, no. 

Mr. MITcHELL. Does the amount of credit extended to distributors of your 
products aggregate a sizable amount of money on your books? 

Mr. Porter. Tremendous. 

Mr. MITCHELL. It is a very large capital drain, is it not? 

Mr. Porter. It is tremendous. I should say relatively. 

Mr. MITCHELL. Relatively what? 

Mr. Porter. Relatively tremendous. 

Mr. MITCHELL. Is there a limit on the amount of credit you may grant to 
your distributors either as to the time of payment or as to the amount of money? 
That is, a limit imposed yourself as a matter of credit judgment? 

Mr. Porter. I do not understand. 

Mr. MITCHELL. Does any Government agency limit the amount of credit or 
length of time of credit that you may give to a liquor distributor? 

Mr. Porrer. I do not think the Federal Government does but I think there 
are laws in many of the States that do that. 

Mr. MITcHELL. Does your company own or control a majority of stock of any 
wholesale distribution outlets that you use? 

Mr. Porter. I believe not. 

Mr. MircHeELi. The set-up of the industry is that you manufacture the product 
and sell to wholesalers who are entrepreneurs, and separate corporations? 

Mr. Porter. That is right. 

Mr. MiTcnHeLL. Do you have any knowledge of a firm called Gold Seal Liquors, 
Ine., in Chicago? 

Mr. Porter. I have heard of them. 

Mr. MitcHELL. Were you aware that there was a sale of a portion of the 
stock of that company during the past 2 years by a man named Fusco to a man 
named Friedman? 

Mr. Porter. Oh, yes. I want to correct what I said. I have heard of that, 
and I think maybe we do have some interest in that. I think that is perhaps 
the first time we have done that. I am not familiar with the details but 
have heard of that transaction. 

Mr. MitcHetut. And when the sale was made by Fusco, your company may 
have provided some of the capital to finance the sale or purchase? 

Mr. Porter. That is right; I think we did. 

Mr. Mitcnetit. Your treasurer or subordinate officers would have the 
tails on that? 

Mr. Porter. Certainly. 

Mr. Mircue ty. It is your best understanding that there is 
manner extended? 

Mr. Porter. That is right. 

Mr. Mircne.yt. How does that come to your mind today? 
the committee about it? 

Mr. Porter. I would like to explain this. While I 
with all phases of our business, I have never had di h 
distributors. This matter was brought to me in incipal only. I unde 
that there were two partners in this concern which apparently have been one 
of our Chicago distributors for many years and one partner wants to buy 
other one out and does not have enough money and in vi just 
Say, we have either provided the money or the credit to 
quite a recent matter. 

Mr. Mrtcnertt. What amounts relatively were involved in tha 

Mr. Porter. I would hesitate to guess at that. It was a 

Mr. Mircnetr. More than $2 million? 

Mr. Porter. I would not say that. I would not have thought so but it 
probably in excess of $1 million, I guess It was a lot of money, anyway} 

Mr. Mitcren.. Was part of the purpose of the transaction to permit Mr. Fusco 
to retire from the business? 

Mr. Porrer. I believe that was it. 

Mr. Mitrcnety. That was in effect an outgrowth of the Kefauver hearings and 
the undertaking of peonle in the industry and in the Government to requir¢ 
the retirement from business of people who had criminal records? 

Mr. Porrer. I do not really know. 

Mr. Mitrcnett. Do you know Mr. Fusco? 

Mr. Porter. No. 
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Mr. MitcHe.i. Or Mr. Friedman? 

Mr. Porter. I may have met him but I can hardly say I know him. I have 
met him. But I know him very slightly. 

Mr. MitcHety. Is that your only outlet there? 

Mr. Porter. We have several others there. 

Mr. MircHetL. Does that company distribute whiskies other than Natio 
Distillers Products? 

Mr. Porter. I would hate to make a flat statement and find I was incorrect 
about that. I really do not know. I would think probably they did but I really 
do not know. 

Mr. MircHELL. That they did handle other goods? 

Mr. Porter. That would be my guess but I really do not know. 

Mr. MITCHELL. Do you have an understanding in your mind as to whether 
Gold Seal Liquors is the largest distributor of liquor in the Chicago area? 

Mr. Porter. No; I have not any idea. 

Mr. MitcHet.. Whether it is one of the largest? 

Mr. Porter. It is a large one. 

Mr. MITcHELL. Do you have any information as to the political activities of 
Mr. Fusco or Mr. Friedman? 

Mr. Porter. Not the slightest. 

Mr. MITcHELL. You do not know whether they contribute money to political 
parties? 

Mr. Porter. I do not know anything about them at all. 

Mr. MitcHetyi. Let me ask the same question with respect to Mr. Kronheim in 
Washington; do you know his political activities? 

Mr. Porter. I know he is here in Washington and is well acquainted with 
everybody in the place. 

Mr. MircHeLL. He is a prominent man in civie affairs here, but do you have 
any knowledge of his activities with respect to the raising of political contribu 
tions? 

Mr. Porter. No. 

Mr. MircHe.ti. You do not know which, if any, of the political parties he con- 
tributes to or encourages contributions to? 

Mr. Porter. No; I would not know about that. 

Mr. MitcHeLL. The committee inquired of Mr. Joyce, the vice president, con 
cerning his knowledge of contributions made by officers of the National Dis- 
tillers, or by the corporation. The committee would like to know whether you 
have any knowledge of any contributions made to any political party in 1948 
by your company, first. 

Mr. Porrer. No. Certainly not. 

Mr. MitcHeLi. There was none? 

Mr. Porter. No. 

Mr. MitcHett. Do you have any knowledge of any political contributions 
made to either party by any of the officers of the company in 1948? 

Mr. Porter. I only know what I did myself. 

Mr. Mitcnetrt. What was that? 

Mr. Porter. In 1949 I made contributions of $1,600, rather widely spread: 
$500 to Herbert Brownell 

Mr. MitcHeLi. What was his position? 

Mr. Porter. I think he was the chairman of the Republican Committee in 
New York, or somewhere. 

One hundred dollars to the campaign for the nomination of Emanuel Celler, 
who is the chairman of this committee. 

Mr. Keating. Was that the nomination or the election? 

Mr. Porter, It reads in my check book “Committee for nomination of Emanuel 

‘eller.” 

Mr. MiIrcHeLL. What date was that? 

Mr. Porter. It would be some time in 1948. I have not the day or the month 
One thousand dollars to the United Republican Finance Committee. <A total 
of $1,600 for the vear. 

Mr. MrircHeELL. They are located in New York? 

Mr. PorTER. Yes: I guess so. 

Mr. MircHe.ti. That is $500 to Mr. Brownell and $1,000 to the United Repub- 
lican Committee and $100 to Mr. Celler. 

Mr. Porter. That is right. One thousand and six hundred dollars. 

Mr. MrrcHecy, A total of $1,600. That is the total of your contribution? 

Mr. Porter. In 1948; that is right 
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Mr. MITCHELL. Did you make any personal contributions in 1949-50? 

Mr. Porter. Yes; $3,350 in 1949. Two thousand dollars of that is to the 
Democratic National Committee, $1,000 to the Democratic State committee in 
New York, and $250 to the Democratic State committee in New York, and $100 
to the Jefferson Victory Dinner ; $3,350 total. 

Mr. KEATING. That was in 1949? 

Mr. Porter. That is right. 

Mr. KEATING. Do you alternate by years in your giving, once to the Democrats 
and the next year to the Republicans? 

Mr. PorTER. No; nearly all my contributions have been Democratic, sir, with 
apologies. 

Mr. MITCHELL, Are you apologizing for the Republican money that you gave— 

Mr. Porter. I thought Mr. Keating was a Republican. 

Mr. KEATING. Mr. Kronheim described you as a Tammany Democrat, and I 
wondered whether you did consider yourself as a Republican or a Democrat. 

Mr. PORTER. No; I am really a Democrat. I think he must have gotten that 
from the fact that I was born in New York City and my father who died in 
the last century was the commissioner of charities and corrections in New York 
a great, great many years ago, and | presume that was considered to be a part 
of Tammany Hall appointment. 

Mr. KEATING. In 1948 you did not give anything to the Democratic Party? 

Mr. Porter. It does not seem so. 

Mr. KEATING. Except to Mr. Celler. 

Mr. Porter. No; it does not seem so in 1948. I do not know how that 
happened. 

Mr. MItcHeELL. In 1950, what do your records show? 

Mr. Porter. In 1950 I gave $5,000 to the Democratic National Committee, $800 
to the Democratic State committee in New York, and $100 to the campaign for 
Congresswoman St. George. 

Mr. Mircuen.. Is that Republican or Democratic? 

Mr. Porter. She is a Republican but she is a neighbor of mine and I am a 
great admirer of hers. 

Mr. MITCHELL. Do you have any knowledge of any contributions made during 
those 3 years by other people under circumstances which gave you personal 
knowledge of them? 

Mr. Porter. No. 

Mr. Mironert. Have you in mind your own activities—did you encourage 
others in your industry to make contributions to either party in 1948? 

Mr. Porter. I do not think so. 

Mr. MItcHeti. You covered Mr. Kronheim. 

I have a question concerning your distributors. Do you have in mind the time 
when your company requested your distributors to buy whisky in bulk and carry 
it, and later that whisky was sold or bottled? 

Mr. Porter. We sell distributors whisky in bulk. 

Mr. MiTcHeE.LL. That is, your company does; but do you have in mind at any 
time when you requested your distributors to buy bulk whiskies, themselves, 
from you or from somebody else, and hold it? 

Mr. Porter. We are engaged in selling our distributors bulk whisky. 

Ir. Mrrcnert. You also buy a lot of bulk whisky ; do you not? 

Mr. Porter. Well, we do not aim to, but we have had to over the years because 
of shortages. 

Mr. Mrrcnetrt. When it is short you buy it where you can get it? 

Mr. Porter. Yes; we have done that. 

Mr. MitcHet1,. I wondered if there was any time when, in effect, your dis- 
tributors carried some of your supplies of bulk whisky. 

Mr. Porter. No. That would not be the way it would be done. 

Mr. MITCHELL. Now with respect to the years 1948-49, do you have any knowl- 
edge of a statement attributed to Mr. Rosenstiel that there would be no anti- 
trust case against the liquor industry? 

Mr. Porter. No. 

Mr. Mitcnery.. That never came to your ears? 

Mr. Porter. No. 

Mr. Mrrcnety.. Mr. Chairman, those are the only questions I have. 

Mr. Cuetr. Are there are questions, Mr. Rodino, or Mr. Keating? 

Mr. Keattna. Had you contributed to Republican organizations prior to 1948, 
Mr. Porter? 
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Mr. Porter. I think perhaps over the years occasionally ; yes. 

Mr. Kearinec. In 1949, who solicited your contribution to the Democrat 
Party? 

Mr. Porter. I presume the committee. 

Mr. KeatinG. Was it Mr. Kronheim? 

Mr. Porter. Oh, no 

NI KEATING. The National Democratic Committee? 

Mir. Porter. Yes; somebody representing the committee. 

Mr. Keating. You do not recall who that was? 

Mr. Porter. No 

Mr. Keating. Was it then Senator McGrath? 

Mr. Porter. No; he never came to me. 

Mr. KeatinG. Did you make these by cash or by check? 

Mr. Porter. These were all cash—all checks. 

Mr. KeaTiInG. All checks, made payable to the payees that you mentioned? 

Mr. Porter. That is right 

Mr. KEATING. Delivered to whom? 

Mr. Porter. To the payee, presumably. 

Mr. Keatine. Did you mail them or deliver them personally? 

Mr. Porrer. I think probably without exception they were all sent by mail. 
do not ever recall any being given in person. 

Mr. KeatinG. To the New York or Washington committees? 

Mir. Porter. Both 

Mr. Kearina. You have no recollection of who solicited this $5,000 from yo 

Mr. Porter. Well, the committee itself. Some members of the committee. 

Mr. Keating. But you do not recall what members of the committee? 

Mr. Porter. No; I really do not I really do not. We get requests from 
over the Un ted States 

Mr. Keating. Was it anyone connected with the liquor industry? 

Mr. Porter. No, 

Mr. Keatina. Did you ever confer with others in the liquor industry about tl 
amount of your contribution? 

Mr. Porter. No 

Mr. KEATIN I think that is all 

Mr. Cuetr. Mr. Porter, you stated a while ago that in your opinion the effor 
made by certain small independent distillers to rescind the order—that is 
say order 1037, as I recall it, on the reused cooperage was of a permane nt na 
ture, and that you and your company together with other larger Companies f¢ 
that that would be a decided disadvantage and handicap to the industry. Is t 
understanding of what you had to say correct? 

Mr. Porter. Yes 

Mr. CuHetr. First of all I would like to state this, that during that particul 
controversy a great number of my small independent distillers appealed to 1 
to help them in tl so-called battle of the kegs. There was an erroneou 
opinion at the very outset, Mr. Porter. I want to be fair about it. I think tl 
was true, in their attempt to have the order rescinded to allow them to use th 
reused cooperage for a short period * time, that perhaps the word got o 
through the try th that was a fight for a permanent proposition. Now, I 
think that can be best ¢ fied and probably the record brought out more cleat 
by my reading into the record here a letter that I wrote personally to Hon. Ca 
roll KE. Mealey, who was then the Deputy Commissioner of the Alcohol Tax Unit 
of the Department of the Treasury, Washington, D.C. This letter is dated Jul 
12, 1949, and it reads as follows: 


My DEAR M MISS :: It has come to my attention that I have been quote: 
as supporting a regulation that would permanently permit age to be claimed or 
whiskies sto an) all of the bonded period in reused cooperage. Any state 
ment attributed to me is erroneous and contrary to the facts. 

For the purpose of the record, please permit me to state that I have been and 
that I am now solely and only for the relief of those small distillers who in goot 
faith and through no fault of their own were forced through wartime necessit 
to place their legitimate whisky then on hand into reused barrels or cooperag 
during the period of August 1, 1944, through October 1946, when new cooperage 
was then unaVailable or prohibitive in cost to them due to the monopolistic contré 
of the cooperage industry by certain big operators, a subject now incidentally 

“1 in the monopoly investigations of the House Judiciary Committee. 
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I do not favor any permanent regulation upon this matter and fight any attempt 
to enlarge, increase or expand the present provisions of AT Circular 1037. 
Very truly yours, 
FRANK L. CHELF, M. C. 


I can say that fairly represents the primary objection, intent, and purpose 
of the fight for the little fellow. What they were trying to do actually was to 
try to get off the hook for that crucial period during which they were unable 
to secure cooperage ; to wit, August 1, 1944, through and including October 1946. 
They were never interested in a permanent regulation. As I say, that idea 
probably was spread around through the industry and it may have caused a great 
deal more bitterness in the fight at that time than probably it would had that 
not been so, or had not that information gotten around. To further clarify the 
record on that, Mr. Mitchell, I think I will read into the record a memorandum 
that I wrote to the Secretary of the Treasury in regard to this very same thing 
and that is dated October 17, 1949, and it states: 

“It is imperative that some action be taken immediately to provide at least 
a measure of relief for these small distillers. As a compromise I have this 
proposal to make: 

“Instruct the Alcohol Tax Unit to issue a circular letter to the trade—this is 
justified in view of the facts presented at the July hearings” 

I might add for the record that those July hearings were in 1949 

providing that any person, as this term is defined in the law, holding or acquir- 
ing 2,000 barrels of whisky produced during the period August 1, 1944, through 
October 31, 1946, originally stored in reused cooperage and later transferred to 
charred, new oak cooperage may bottle and label this limited quantity of whisky 
with a full age claim and with no mention of reused cooperage ; provided such re- 
coopered whisky had remained in new barrels for at least 18 months after the 
tranfer. This will save many bona fide small owners from staggering losses 
and some from actual bankruptcy. 

“This compromise would provide not only relief for a number of small con- 
cerns vitally needing help but at the same time would not constitute an important 
concession to any large concern or to any whisky oker who might hold huge 
quantities of these whiskies 

“T earnestly recommend that this step be 

“Sincerely, 


tal 


” 


of Conare S$. 


That substantially does represent the fight. There w: ‘ver, in my honest 
estimation or opinion or appraisal of this situation, a fight made by the little 
distillers for a permanent proposition. It was just to get m off the hook and 
in follow-up of that I wrote this memorandum to Secretary Snyder. That was 
lated October 17, 1949, which was a few 1 ths after y letter of July 12, 1949, 

the Honorable Carroll Mealey. 

Mr. MitcHELt. May I ask a couple of questions 

Mr. CHELF. Yes. 

Mr. MrrcHe.t, I 

vself, 

Mr. CHELF. I mean, in all 
distiller’s primary object, 
record here. 

Mr. Mircnetr.. Could I as 
in 1949 or 1950 to Senator 
senatorial committee? 

Mr. Porter. No 

Mr. MircHet.. Did you m: 
ampaign in 1950 for the Sen: 

Mr. Porter. No. 

Mr, MITCHELL. Were you solicited to make a contribut 

Mr. Porter. Probably. 

Mr. MITCHELL. Do you have any re 

Mr. Porter. Well, we have two p 
just before the election and every! 
have any recollection. 

Mr. MITCHELL. If that question is new to you, an 
thought that would bring back this recollection I would 
would notify the committee. 

Mr. Porter. No there is none. 
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Mr. MITCHELL. I may say that several witnesses who have come before th: 
committee have remembered, after they left, additional contributions and ci 
cumstances, and they have supplied it to the record by calling me or sending 
a letter. If you will do the same the committee will be grateful. Also, wil 
you be good enough to direct your appropriate officer to send a statement, : 
outline to this committee, of the financing transactions of the Gold Seal Liquors 
Inc., in Chicago. That may be sent by mail. Mr. Joyce has my address and ha 
sent other material to me. 

Mr. Porter. Just what do you want now? 

Mr. MircHELL. I would like a written statement from an officer of the Co 
pany of the participation that the company had in that transaction, giving dates 
names of persons, amounts, and the present status of the transaction whi 
would bring it from the beginning down to date, showing the amount owing 
now and the dates of the payments regularly made. Would you be good enoug 
to do that, sir? 

Mr. Porter. Yes. 

Mr. RoGers. I understand it is generally known in the liquor industry tha 
the OPA regulations were such that there came about a shortage of cooperag: 
causing you to go into the business as you did with this Motor Wheel Co. 

Mr. Porter. Yes, and Chickasaw. 

Mr. Rocers. And that was the reason our distinguished chairman here repre 
sented some of the boys down there and you had your answer in expressing the 
interests of the little people. 

Mr. CHELF. They could not get cooperage, Mr. Rogers. There was a distiller 
in my county, the Loretto, who in self-defense through his inability to acquire an 
cooperage at all had to go out and actually put in mortgage his little whisky plan 
and borrow terrific sums to build a cooperage plant adjacent to his distillery 
He also had to go out and acquire some timberlands and was forced actually t: 
invest about $1 million into a cooperage plant which later when it was sold—I d 
not know who bought it, but later when the distillery was sold to some one of the 
Big Four, I do not know just who, the first thing that was done was they wrecked 
the cooperage plant, dismantled it and tore it down. 

Mr. Rogers. Now, in that connection, Mr. Porter, was there any agreement that 
you discuss with any other manufacturers of liquor or distillers about buying 
cooperage or buying up all the cooperage plants? Was there any concerted effor 
of the group themselves to do that, or was that ever discussed ? 

Mr. Porter. No. 

Mr. Rogers. All you ever did was done in self-preservation so that whenever 
you needed the barrels you could produce them? 

Mr. Porter. That is right. 

Mr. Rogers. And you did not any more want to get in the cooperage business 
than you would want to get in the shoe-making business? 

Mr. Porter. That is quite right. 

Mr. Rogers. You had to do it out of necessity and that was the only reason? 

Mr. Porter. That is correct. 

Mr. Rocers. And you just could not get completely out of it? 

Mr. Porter. We would be delighted to get out of it now. 

Mr. Cue.r. Are there any other questions, gentlemen? 

That is all, Mr. Porter. Thank you very much. You have been very kind to 
come and be with us. 


Mr. Mircuety. With respect to acquisitions by Mr. Porter’s com- 
pany, we have received those data from his Mr. Joyce, and there is no 
need to go on further. 

Those are the only questions that I have, Mr. Chairman. 

Mr. Cueir. Mr. Keating. 

Mr. Keattne. Apparently your donations were $1,500 to the Repub- 
licans and $100 to the Democrats in 1948, before the election. Is that 
right ? 

Mr. Porter. I do not know the exact dates. The Republican con- 
tributions in 1948, I think, were entirely in New York State. 

Mr. Keatine. Herbert Brownell was campaign manager for Mr. 
Dewey, who was candidate for President? 

Mr. Porter. Yes. 
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Mr. Kratine. You gave him $500, and you gave the United Repub- 
lican Finance Committee $1,000 ? 

Mr. Porter. That is right. 

Mr. Keatine. And the United Republican Finance Committee was 
collecting funds throughout the country for both State and national 
candidates, was it not 4 

Mr. Porter. I thought it was the New York organization, but I 
might be wrong. 

Mr. Keating. You did not give anything to the Democrats except 
$100 to Mr. Celler that year? 

Mr. Porter. Apparently not. 

Mr. Keatina. The next year after the elections you gave $3,350 to 
the Demoe rats, var ious ones of them, and nothing to the Re public ans; 
is that right? 

Mr. Porrer. That is correct. 

Mr. Keatine. And in the next year $5,800 to the various Democrats 
and $100 to the Republicans? 

Mr. Porter. That is correct. 

Mr. ee So your total to the Republicans was $1,500, plus the 
$100 to Mrs. S . George, for a total of $1,600. Would I be correct 
on that ? 

Mr. Porrer. Yes. 

Mr. Keatina. And the total con tril — to the Democrats 
amounted to the $100 to Mr. Celler before the election, and $3,350 in 
1949, and $5,800 in 1950, or a total as I Anca it of $9,250. Have I 
handled that correctly / 

Mr. Porrer. Yes. 

Mr. Keatina. So your tot: al therefore was $1,600 to the Re spublic ans 
and $9,250 to the Democrats. 

Do you remember who contacted you in 1949 about your contribu- 
tions to the Democratic National Committee ¢ 

Mr. Porrer. No; I do not know that I do. 

Mr. Keating. Do your records indicate what time of year you gave 
that ? 

Mr. Porrer. The records would indicate because it was by check, 
but I do not have it here with me. 

Mr. Kerarine. It was to make up a deficit, was it ? 

Mr. Porter. Very likely. I do not recall. 

Mr. Keatina. Were you at the inaugural ceremonies here in Wash- 
ington in 1949? 

Mr. Porter. No, sir. 

Mr. Keattnea. I should think you were entitled to be. 

Mr. Ramsay. I do not know what the objection is, whether he gave 
too little to the Democrats and too little to the Republicans, or what 
is the objection ¢ 

Mr. Keatrinea. I just want to bring this out as there has been some 
comment made here about contributions to both parties, and that ap- 
parently exists. We had a witness yesterday who gave $30,000 to the 
Democrats and $20,000 to the Republicans and we have a witness here 
today who gave $9250 to the Democrats and $1,600 to the Republicans. 
I am trying to disparage some of the ideas disseminated that the Re- 
publican is the big-money committee. It does not appear that way to 
the liquor interest ; anyway, it is the Democrats who get the big 
money. That is the purpose of the committee. 
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Mr. Ramsay. Mr. Du Pont would not look at it that way. 

Mr. Kratinea. I did not know he was in the liquor business. 

Mr. Ramsay. He is in the distributing business for the Republican 
Party. 

Mr. Cuer. Are there any further questions? 

Mr. Porter, I noticed this letter here. I would like to read you 
back an excerpt from it. You stated: 

In order to protect us against dissipation of assets, an agreement was entered 
into by National Distillers and Gold Seal on February 27, 1952, providing that 
as long as the note in question remained unpaid, Gold Seal would not make 
further loans, pledge or incumber any of its properties or assets, pay dividends 
or retire additional outstanding stock, or increase salaries of officers or 
executives 

What do you mean there by “an agreement”? Was that a con- 
tract? Did you enter into a contract that that would not be done? 
A written contract ? 

Mr. Porrer. We must have some paper to protect us on that ad- 
vance. I am not familiar with the exact terms, but I would assume 
we must have; yes, sir. 

Mr. Curtr. The point I was making, sir, is whether or not it was 
just a written contract or whether or not you had a mortgage on the 
properties and the possessions of the Gold Seal people. 

Mr. Porrer. Oh, no. This is the customary pledge, the kind we 
would have to give to a bank if we were borrowing money. 

Mr. Cretr. In other words, they just gave you a slow note. 

Mr. Porter. That is right. 

Mr. Cuetr. Thank you very much. 

Mr. Keatrnc. One other question about these contributions. Mr. 
Porter, in both instances, both with regard to the Republican and 
Democratic contributions, they were made directly to these commit- 
tees and the solicitation was by the committee to you ? 

Mr. Porrer. Yes. 

Mr. Krartne. They did not pass the hat around the way they did 
at Seagram ? 

Mr. Porrer. These are my personal checks. 

Mr. Keatine. Did you know of their raising of money in the office 
t Seagram among executives ? 

Mr. Porrer. I have never heard of that being done at National 
Distillers. 

Mr. Keatinc. You know of no contributions being made by other 
executives who are leading figures in National Distillers ? 

Mr. Porrrr. No; I do not. 

Mr. Keating. You do not mean to imply that there were not, but 
you just do not know about it? 

Mr. Porrer. I do not know about it. 

Mr. Cuetr. Thank you very much. 

You may call the next witness. 

Mr. Mrrewe ty. I will call Mr. Kronheim. 

Mr. Cuetr. Mr. Kronheim, do you solemnly swear that the state- 
ments you are about to make on this occasion will be the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. Kronuem. I do. 
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TESTIMONY OF MILTON S. KRONHEIM, PRESIDENT, MILTON S. 
KRONHEIM & CO., INC., WASHINGTON, D. C. 


Mr. Mrrcuetu. Will you please state your name, Mr. Kronheim? 

Mr. Kronuem. Milton 8. Kronheim. 

Mr. Mircneiyi. Your address? 

Mr. Kronueim. 1425 New York Avenue NW., Washington, D. C. 

Mr. MircwHeiy. Your business? 

Mr. Kronuetm. I am in the wholesale liquor business. 

Mr. Mrrcwe... You are president, are you, of Milton S. Kronheim 
& Co., Inc. ¢ 

Mr. Kronuerm. Yes. 

Mr. Mircueyz. I wish to again say that I regret I did not notify 
you yesterday. We could not possibly control the time. 

How long does your experience go in the liquor business in 
Washington ? 

Mr. Kronuerm, It originally started in 1903. 

Mr. Mrrcnett. Then this company was organized shortly 
afterward ? 

Mr. Kronuem. Yes, sir. 

Mr. Mitrcue ty. Have you a company in any other place? 

Mr. Kronuer. In the State of Maryland. 

Mr. Mircuett. Whose products do you carry as a major part of 
your sales? 

Mr. Kronnem. The major part of our sales are National Dis- 
tillers—Bellows & Co. 

Mr. Mrrcenet.. Who is that? 

Mr. Kronuerm. That is a part of National. And the Reinfeld 
Co. They are an independent importer. 

Mr. MircuEtL. What is the ratio between National Distillers Prod- 
ucts and other products? 

Mr. Kronueim. I would say National is 70 percent of our business. 

Mr. Mircneti. Would the 30 percent include beer ? 

Mr. Kronnerm. We do not handle any beer, except a specialty line 
like an imported beer. It is in the regular part of our line. 

Mr. Mrrcnet. National does not make beer ? 

Mr. Kronuem. No. 

Mr. Mrrcuett. In the course of your business in 1948 and 1949. did 
you have any occasion to acquire any knowledge or notice of any in 
quiry made by the Department of Justice concerning the liquor busi- 
ness, nationally or locally? 

Mr. Kronuem. I am not familiar with the dates. I know gener- 
ally there was an inquiry by the Department of Justice of an antitrust 
suit. I had no personal knowledge of it. Then there was a further 
inquiry locally of a local group. Ido not know whether it was 1948 or 
1949, 

Mr. Mrrcue.u. The local group—the first one you think was in 1948 ? 

Mr. Kronner. It may have been. I do not recall. 

Mr. Mircnei. And the inquiry about the local liquor situation was 
in 1948 or 1949% You do not recall ? 

Mr. Kronnem. It may have been one of those years. Frankly, it 
came as a very short inquiry and it passed out very fast and did not 
leave too much of an impression as to the dates. 





584 INVESTIGATION OF THE DEPARTMENT OF JUSTICE 


Mr. Mircne.. What, if anything, did you have to do in the way of 
personal activity? Did you ever go to the Department? 

Mr. Kronur. On the local situation, I did. 

Mr. Mrrcenet.. And whom did ‘you see there ? 

Mr. Kronuem. I saw Mr. Branham. 

Mr. Mrrcenetit. What was the substance of the conversation, Mr. 
Kronheim ¢ 

Mr. Kronueim. Well, the substance was this, as I recall it: There 
are in Washington two or three cooperative groups; I mean coopera- 
tive advertising groups. 

Mr. Mrrene i. These are retailers; are they? 

Mr. Kronurm. Retailers. It seems they were called down before 
che Department and told that if they did not stop the practice of ad- 
vertising cooperatively they were going to be prosecuted criminally. 

Mr. Mrrene i. How did you hear about that ? 

Mr. Kronuem. I think some of the officers of this group came to 
see me. 

Mr. Mrrcenei.. Did this group include some retailers who were 
purchasing whisky from you or National Distillers? 

Mr. Kronuermm. They all purchased from me, sir. 

Mr. Mrrcnett. Go ahead. This prosecution was threatened and 
you went down to confer about it? 

Mr. Kronuem. Yes. 

Mr. Mircne.y. Tell the substance of your conference as best you can 
remember it. 

Mr. Kronneim. Well, the substance, as I recall it, these people were 
a little panic ky because of this implied threat of criminal prosecution, 
and they were at a loss as to just what they should do about it. It has 
always been my custom over the years to be as cooperative with the 
trade as possible, and as a result of this tendency I went to see Mr. 
Branham, and I told him I did not understand why he should threaten 
people with criminal prosecution for something that was simply a 
trade practice; that other groups like the grocery groups—the DGS 
Stores, for instance—have a cooperative advertising program here and 
had never been threatened, and the situation with regard to the liquor 
business is more serious to the retailers than it is to any other line of 
business because if they are criminally prosecuted for a trade practice 
auc found guilty they lose their license and are prohibited from doing 
business. The other group of business is so organized that if they are 
prosecuted they simply pay a fine or pay a penalty or whatever it 
night be and they continue on in business. These people were a little 
panicky about it, and I simply went to Mr. Branham in the interests 
of the retailers to ask why he did not tell these men that if they were 
practicing something illegal they would be haled before the Federal 
Trade Commission and go through a civil case, if there was a civil case, 

Mr. Mrrenewy. Regardless of whether he went to jail, the convic- 
tion of a liquor dealer would make him ineligible for license; is that 
ale 

Mr. Kronuem. That is correct. 

Mr. Mrrcneti. So, you went down to explain that? 

Mr. Kronuem. That is right. 

Mr. Mrrcenevi. And how did it come out? 

Mr. Kronuem. We did not hear any more about it. 
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Mr. Keatrne. What time was this? 

Mr. Mitcueti. He does not remember the time, but I think the time 
was in the spring of 1949. 

Mr. Kronuetm. If you say so, that is it. 

Mr. Mircuety. From the record, I think that is what it was, al- 
though I could be wrong. 

Is this a fair statement of it, so we will not take too much time on 
that part of it, Mr. Kronheim: I asked you about this in our previous 
session and you explained that these retailers who were your customers 
came to see you about it. You said [reading]: 

I think I went down to the Department and I asked the man in charge what 
was the trouble, and I do not remember just what happened. There was not so 
much done about it. 

There was a flurry of complaints, and that was the end of it so far 
as you know? 

Mr. Kronuem. That is right, and it passed away. 

Mr. Mircnewu. Insofar as the 1948 national picture is concerned, 
you say you never had a conference with any Justice official about 

that? 

Mr. Kronuem., No, sir. 

Mr. Mircnety. And you said that your official conference with the 
Department of Justice people was confined to just that one relating to 
the local situation ? 

Mr. Kronuetm. That is correct. 

Mr. Mrrcneuyi. And after your conference with Mr. Branham even 
about the local situation, you did or did not talk to any of his superiors 
in the Department ? 

Mr. Kronuetm. I did not. 

Mr. Mircnuet.. Have you ever purchased bulk whisky for invest- 
ment ? 

Mr. Kronnem. Yes, sir. 

Mr. Mircuetn. You do that in your individual capacity, disasso- 
ciated from your whisky business ? 

Mr. Kronnem. Yes. Now wait. Did you say “disassociated” from 
my regular liquor business? 

Mr. Mircuety. Yes. 

Mr. Kronuetm. No. 

Mr. Mrrcnety. You buy it for investment ? 

Mr. Kronuetm. No; I never have. 

Mr. Mircnevy. You buy it only for sale and distribution ? 

Mr. Kronuem. That is correct. 

Mr. Mircueti. Have you ever bought a whisky with a view to 
selling those warehouse receipts and disposing of the stock that way 4 

Mr. Kronunetm. No; I have not. 

Mr. MrrcuHety. So, it is resold ? 

Mr. Kronuerm. Yes, in case goods. 

Mr. Mircnet.. Have any of your family bought bulk whisky for 
investment ? 

Mr. Kronuerm. No, sir. 

Mr. Mrircuect. Or any of your associates? 

Mr. Kronuem. Not to my knowledge. 

Mr. Mrrcuein. Do you know whether or not that is a common prac- 
tice, for people to make investments in that as they would on the stock 
market ? 
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Mr. Kronuetm. I think that may be a common practice outside of 
the business itself. 

Mr. Mircuets.. But not within the business? 

Mr. Kronuerm. I think there is more of that practice prevailing 
outside of the business than in the business. 

Mr. Mirenein. If they could guess the market, they would do better 
than you would, because you have to pay regular taxes; do you not— 
your company, corporate taxes ¢ 

Mr. Kronnem. That is correct. 

Mr. Mrreneti. And the man buying for investment only has to pay 
26 percent now, maximum ? 

Mr. Kronnem. That is right. 

Mr. Mrrene ts. But you do not know of that having been done 
by anyone in your immediate family of companies? 

Mr. Kronnerm. I know they have not. 

Mr. Mircueny.. With respect to the year 1948, also, there was a polit- 
ical campaign that engaged everybody’s attention pretty much. Do 
you remember that? 

Mr. Kronuerm. I heard about it. 

Mr. Mircuet.. You are reported to the committee to have been 
an important factor in that. You did give some time to that cam- 
paign; did you? 

Mr. Kronuerm. Yes, sir. 

Mr. Mrrcenety. In behalf of which party ? 

Mr. Kronunermm. The Democratic Party. 

Mr. Mrrcnei.. Had you done that in previous years ? 

Mr. Kronuem. Yes, sir. 

Mr. Mircneti. Was your activity in 1948 greater or smaller than 
that in 1944? 

Mr. Kronuetm. I think it was greater. 

Mr. Mrreneix. Did you also in addition to time make some contri- 
bution of money ? 

Mr. Kronuerm. Urge contributions? 

Mr. Mircne.t. Make some? 

Mr. Kronuerm. Yes, sir. 

Mr. Mrrcnett. What were they ? 

Mr. Kronuerm. I did not bring a list with me. 

Mr. Mrrcnett. In effect, you said you gave what the law allowed. 
Is that a fair statement ? 

Mr. Kronuerm. That is a fair statement. 

Mr. Mirenens. And in 1949 

Mr. Kratine. What does the law allow ? 

Mr. Kronuem. $5,000 from an individual. 

Mr. Keatine. You gave $5,000? And your son who is now a judge, 
did he give some money ¢ 

Mr. Kronnerm. I think he gave $3,000. I donot know. 

Mr. Mircenett. A newspaper clipping refers to a contribution of 
$3,500 on October 1,1948. Would that seem to be correct ? 

Mr. Kronuerm. It may be. Frankly, I have no recollection of it. 

Mr. Mrrenetzt. By Milton Kronheim, Jr., and his law partner at 
that time was Mr. Donohue. 

Mr. Keating. He is now a District Commissioner. 

Mr. Kronuem. Yes. 
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Mr. Mrrene yu. He is listed for $2,500 on October 1, and an addi 
tional $2,500 on October 15, a total of $5,000. 

Going to 1948, you were active in asking other people to make con 
tributions to the Democratic Party ? 

Mr. Kronuem. Yes. 

Mr. Mrrcneii. Were you successful ? 

Mr. Kronueimm. Yes; I was. 

Mr. Mircneti. How successful were you? 

Mr. Kronuerm. I have no knowledge of that because the w ay I 
operated was I sent letters and made phone calls, and they made their 
contributions directly to the committee. I really do not know how 
successful I was, but I presume I had some success. 

Mr. MircHe.t. Did you ever follow up on those fellows and : 
them if they had done what you asked them to do? 

Mr. Kronnem. No; I just kept hounding them. 

Mr. Mircuety. One call was enough ? 

Mr. Kronueim. Not necessarily. 

Mr. Mircueitt. When you did call, did some of them say, “Yes; I 
have already contributed” ¢ 

Mr. Kronuerm. I guess that is possible. I just do not recall. 

Mr. Mircueti. Do you remember any instance where he said, “I 
contributed X dollars” 4 

Mr. Kronuem, That could have happened, but I do not recall any 
particular instance. 

Mr. Mircueti. Will you give some evidence of the extent of your 
success? Would you say you had been successful in encouraging these 
people with w hom yout alked to contribute $100,000 or so? 

Mr. Kronuerm. Frankly, I could not give you such information 
because I do not know. I know the Democratic Committee was well 
pleased with my work; that is all. 

Mr. Mircuey. I am sure it was effective, then. They would not 
have been pleased if you did not produce the money. 

Mr. Kronueim. That is right. 

Mr. Mircuei.t. Was there some connection between this effort on 
your part and the need for money for radio programs ¢ 

Mr. Kronuer. I have no knowledge of that. 

Mr. Mircueti,. There was a specific need and you just knew that 
he needed it? 

Mr. Kronunerm. That is right. 

Mr. Mircnein.. In 1949, do you recall any contributions that you 
made? 

Mr. Kronuerm. No; I do not. 

Mr. Mrrcuety. You recall some were made? 

Mr. Kronuem. Yes. 

Mr. Mrrcneww. If the official record showed $4,400 from you, would 
you say that that was correct? 

Mr. Kronuem. If that is in the record, it is probably correct. 

Mr. Mitcuenyi. I am talking about the annual summary that was 
filed showing on January 14, 1949, $1,100. Does that sound right? 

Mr. Kronuem. That sounds right. 

Mr. Mrrcne... Were these contributions made by cash or check? 

Mr. Kronuem. By check. 

Mr. Mrrcueiyi. You could establish if these dates or figures were 
wrong ? 

22983—52—pt. 138 
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Mr. Kronuerm. Yes. 

Mr. Mrrenect. January 23, 1949, $300. That may have been a din- 
ner ? 

Mr. Kronuerm. It may have been a dinner. 

Mr. Mircneti. You are accustomed to buying tables or tickets for 
the dinner ? 

Mr. Kronuerm. Yes. 

Mr. Mrreweuyt. On July 6, 1949, $3,000. 

Mr. Kronuem. That was probably for a dinner, too, I just do not 
recall. 

Mr. Keartine. For a dinner? 

Mr. Kronuetm. Yes, sir. 

Mr. Mrrcnerx. The $3,000? 

Mr. Kronuerm. For three tables it would have been $3,000. 

Mr. Mircney. During that year, 1949, did you continue your policy 
of encouraging persons to contribute to the deficit of the party in 
which you were interested ? 

Mr. Kronuerm. I do not remember the deficit. I have heard a lot 
about deficit spending but I have not heard a lot about deficit col- 
lecting. 

Mr. Mrrcne.zt. Do you recall anything about loans or mortgages 
that were made and that had to be paid off or canceled ? 

Mr. Kronuem. No, I do not. 

Mr. Mrrcnecnt. Not in 1949? 

Mr. Kronuerm. No. 

Mr. Mrrcnevyi. But there did come a time later when there was a 
forgiveness of a mortgage bond or loan, was there not ? 

Mr. Kronuem. That is right. That was an independent transac- 
tion, though. 

Mr. Mircuety. But it amounted to a gift to the Democratic Party? 

Mr. Kronuem. Yes, sir. 

Mr. Mrrcewett. When was that, last year ? 

Mr. Kronnerm. Last year, I think. 

Mr. Mrreneci. And you said that was how much? 

Mr. Kronuemm. | do not know whether it was $1,000 or $1,500. 

Mr. Mrrewecy. $1,500 1 think your testimony was, to your best recol- 
lection. 

Mr. Keatinea. That was Mr. Kronheim’s $1,500 was it not ? 

Mr. Mircney. Yes. 

Mr. Kearine. Did not his son also get in that ? 

Mr. Kronnem. I do not think he was in that at all. 

Mr. Mircretu. I do not remember that. 

Mr. Keatina. Or Mr. Donohue? 

Mr. Kronuem. I do not think they were. I do not think so. 

Mr. Mrrcewexu. That is not in the record if it was. 

Mr. Krattnc. Do you mind if I interrupt here? I am trying to 
get my arithmetic straight if possible. In 1949, Mr. Kronheim’s con- 
tributions were $4,400. Your son was then an attorney. He did not 
become a judge in 1949, did he? 

Mr. Kronuerm. He has been on the bench now for 3 years. 

Mr. Kratine. He and Mr. Donohue were lawyers together ? 

Mr. Kronuerm. That is correct. 

Mr. Keating. And they were counsel for your firm ? 
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Mr. Kronuem. That is correct. 

Mr. Keatine. In 1949 did not the son make a contribution? Does 
that appear there? 

Mr. Mrrcnetz. No, 1948. There is no occasion of a contribution 
ade by Mr. Kronheim, Jr., in 1949. 

Mr. Keatine. And you are going to cover 1950? 

Mr. Mircuetyi. Yes. In 1950, then, can you recollect any amounts ? 

Mr. Kronuem. Frankly, I cannot. I did not keep a record of it. 

Mr. Mircnett. And in 1951? 

Mr. Kronuerm. I do not think I made any contribution in 1951 
except for the dinner. 

Mr. Mircnenn. In 1951, there was the cancellation of the second 
nortgage ¢ 

Mr. Kronuetmm. That is correct. 

Mr. Mrrcuetu. The amount listed here is $1,250 

Mr. Keatinea. Is that the 1951 cancellation ? 

Mr. Mircueny. Yes, January 14, 1951; not remitted by cash pay- 
nent but cancellation of a deed of trust representing participation in 
a second mortgage of $92,500 on 1733-1735 DeSales Street, NW., 
Washington, D. C. Is that the transaction? 

Mr. Kronuerm. Yes. 

Mr. Keatine. That was what you bought, paid for, and canceled 

1 1951? 

Mr. Kronuerm. That is correct. 

Mr. Mrrcnetyi. Do you know Mr. Nathan Lichtblau ? 

Mr. Kronuerm. Yes, sir, I do. 

Mr. Mitcue.yu. Was he active with the committee? 

Mr. Kronuerm. He was. 

Mr. Mircuety. Was he active in 1948 and 1949? 

Mr. Kronuerm. I think he was. 

Mr. Mitrcuetn. Was he active with people in the liquor industry ? 

Mr. Kronuetm. Not particularly. 

Mr. Mircwecy. Just the same activity to various individuals? 

Mr. Kronuetm. That is right. I think he met all comers. I do not 
think he spared anyone or any industry. 

Mr. Mrrcuety. Those are all the questions. 

Mr. Cuetr. Mr. Keating. 

Mr. Keatine. Mr. Kronheim, you never made any contributions to 
the Republican Party in any way ? 

Mr. Kronuetm. No, sir. Not that I know of. 

Mr. Krattne. Unless the Democrats turned over some of this money 
to the Republicans ? 

Mr. Kronuem. That is right. 

Mr. Kearrinea. I, of course, do not know about that, but I would 
rather think that did not happen. In 1950, you have the records of 
your contributions ? 

Mr. Kronuerm. Well, I have the check stubs. I do not keep a rec- 
ord. I have the check stubs. 

Mr. Keatrne. Would it be an exaggeration to say that you gave the 
limit that year? 

Mr. Kronuem. In 1950? I think it would be an exaggeration. 

Mr. Keating. You would not know how much of an exaggeration ? 

Mr. Kronuem. I know I did not give any contributions except the 
purchase of tables for whatever dinners we had. 
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Mr. Keatina. In 1950? 

Mr. Kronuerm. That is right. 

Mr. Keatinec. I am endeavoring to make a complete record as clea 
as possible here, and I find that the three contributions—the 3 years o! 
contributions to which you have testified—of you and your son and Mi 
Donohue, at the time of being counsel for your company, totale 
$19,150. We will have to put a goose egg over here on the Republica: 
side on that one. Now Mr. Kronheim, at the time you made the co 
tributions in 1948, who was the chairman of the Democratic Nationa 
Committee ? 

Mr. Kronneim. I think Mr. J. Howard McGrath was the chair 
man. 

Mr. Krearinc. Was the same true in 1949? 

Mr. Kronueim. I do not know. I think Mr. Boyle came in at that 
time. The dates are not clear in my mind but I think Mr. Boyle came 
in around that period. 

Mr. Krattnc. Sometime in 1949? 

Mr. Kronuem. Yes, sir. 

Mr. Keatine. At the time Mr. McGrath became Attorney General ’ 

Mr. Kronuem. That is correct, sir. 

Mr. Keatine. Did you have conferences with Mr. McGrath regard 
ing your work for the Democratic National Committee at that time? 

Mr. Kronuem. I would not say I had conferences with him. | 
frequently saw him around the committee. 

Mr. Kearrne. You were well acquainted with him ? 

Mr. Kronuem. Yes, sir. 

Mr. Keatina. Was he the one who asked you to act on the Demo 
cratic finance committee in 1948 ? 

Mr. Kronneimm. No, sir; he did not. 

Mr. Kratinc. Who asked you to do that? 

Mr. Kronuem. Frankly, I do not know. I received the notifica 
tion that I was on the finance committee by letter, and that was that. 

Mr. Keating. Were you a vice chairman of the national finance 
committee ? 

Mr. Kronuem. No, sir; I was simply one of the members of the 
committee. 

Mr. Keatine. Did you attend the inaugural ? 

Mr. Kronuerm. Yes, sir. 

Mr. Keatinc. Where did you sit? Maybe I sat next to you. 

Mr. Kronuem. You probably did. I sat where you sat, and I was 
sitting right along with you. 

Mr. Kearinc. When did you_ purchase this bond which you fore 
gave in 1951? 

Mr. Kronuerm. I think that was when the building was purchased 
a year or so previous to that time. 

Mr. Keatinc. A year or so before that ? 

Mr. Kronuem. That is right. 

Mr. Keatine. Then I assume, when that bond was canceled, that 
was indebtedness you charged off in your income tax? 

Mr. Kronuerm. No, sir. I do not think I did. I am sure I did 
not. 

Mr. Kratrne. Were any instructions given with regard to that? 

Mr. Kronnerm. I do not think my auditor would have permitted 
me to take it off if I had wanted to. 
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Mr. Kearine. In other words, your reason for saying that is that 
you did not make it originally as an investment ? 

Mr. Kronuem. That is true. That is exactly right. 

Mr. Keatine. You think that investment was made after 1948? 

Mr. Kronuerm. I am sure it was. After the campaign. Well after 
the campaign. 

Mr. Kearine. Was the mortgage put on there after the campaign 
in order to raise this deficit ? 

Mr. Kronuerm. No. That was strictly a separate transaction from 
anything connected with the campaign or any campaign or any deficit. 
[ am not saying that from my personal knowledge. 

Mr. Kratina. Were these bonds secured by a second mortgage on 
the plot? 

Mr. Kronuem. Yes, sir. 

Mr. Cuetr. Thank you very much, Mr. Kronheim. 

Who is the next witness ? 

Mr. Mircnetit. Mr. Heymsfeld. 

Mr. Cuetr. Mr. Heymsfeld, do you solemnly swear that the state- 
ments you are about to make on this occasion will be the truth, the 
whole truth, and nothing but the truth, so he lp you God ? 

Mr. Hermsrex. I do. 


TESTIMONY OF RALPH T. HEYMSFELD, SCHENLEY INDUSTRIES, 
INC., NEW YORK, N. Y. 


Mr. Mrrcuety. Will you state your name and address, Mr. Heyms- 
feld ? 
Mr. Hermsreip. My name is Ralph T. Heymsfeld. I reside at 140 


Woodmere Boulevard, Long Island, N. Y., and I am general counsel 
and see reti iry of Schenley Industries, Ine. 

Mr. Cuetr. I believe Mr. Heymsfeld would like to explain that 
matter on insurance, of yesterday. 

Mr. Mircuett. Would you like to start now and get into the record 
what you have to say with respect to the Stitzel-Weller insurance 
transfer that Mr. Van Winkle testified about Tuesd: ay ? 

Mr. Heymsretp. Mr. Chairman and Mr. Mitchell, I am very ap- 
preciative of the opportunity of doing so. I think there is one state- 
ment that I should like to make at the very outset in fairness to Mr. 
Van Winkle, in fairness to the committee and in fairness to our 
company. I am compelled to refute certain factual statements made 
by Mr. Van Winkle. I do not wish this committee or anyone else to 
assume that Mr. Van Winkle made any statement consciously in 
error. I have known Mr. Van Winkle and members of his fi amily for 
a number of years and consider we are very good friends and T am 
in a very embarrassing position here, but I feel I have an ‘dledtion 
to the company, to the committee and to the press to put the facts 
on the record. 

Mr. CuetF. We want the facts and the full story, of course, in fair- 
ness to everybody concerned. 

Mr. Heymsretp. You understand, Mr. Chelf, the reason I am mak- 
ing this statement, and I am convinced that Mr. Van Winkle would 
himself wish for me to correct any wrong impression or misstatement 
of fact that he might have made, although I have not, for reasons 
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which must be obvious to the committee, undertaken to discuss | 
matter with him in any way whatsoever. 

Mr. Van Winkle was asked by Mr. Mitchell to make a stateme: 
concerning an incident relating to insurance and he gave his recolle: 
tion of events that took place some years ago. He said that at tha 
time he discovered that Schenley “had our houses blanketed for jus 

half million dollars, in spite of the fact that Schenley had 
merchandise stored at the Stitzel-Weller Distilleries.” 

Now, of course, the committee—many of you gentlemen are lay 
yers—must have found this testimony a little puzzling because t! 
normal rules of insurance are that without an insurable interest yo 
cannot insure. Therefore, Mr. Keating was good enough to ask so! 
questions in an effort to clarify the record. 

Mr. Keating asked, “Do you mean they went out and took insura: 
on your buil Sas so that you could not get insurance on those?” 

Mr. Van Winkle said: “I guess I could not get it. I do not kno 
what the purpose was.” Then having stated to the committee 
answer to Mr. Keating’s question that he did not know what t 
purpose was, Mr. Van Winkle told a somewhat dramatic story of ho 
he had come to Schenley and by saying that he might have to “tak 
a walk to Washington and start a little trouble for them” he ha 
convinced Schenle ‘vy toren ove their block to his ability to get insuran 

Mr. meatine was kind enough to say again in an effort to clarif 
the record, “Why did they do that, in your judgment?” And M. 
Van Wink le said: “Wel 1, | do not know.” Mr. Keating said: “Wel 
you must. have some idea.” Mr. Van Winkle said: “A little sku 
duggery somewhere, but I do not know exactly. That was in 1947 
It was in 1947 when we finally got it off.” 

Mr. Keating then developed again whether he had not been oblige 
to put the matter rather strongly, to use Mr. Keating’s expression, t 
Schenley, in order to get them to take this off, and Mr. Van Wink 
said that that was the fact. 

Now I would like to state that Mr. Van Winkle did himself a gre 
injustice in this testimony because he made no threats and the incider 
is not at all as his present recollection some 5 years after the even 
would say it is. Fortunately, I have the benefit, which he perhap 
did not have when he gave his testimony, of having refreshed m 
own recollection concerning the incident by reference to the company 
files. I have some rather interesting correspondence on that subject 
and I have prepared for the convenience of the committee two photo 
static copies of that correspondence and I would like to begin by read 
ing the very last letter which Mr. Van Winkle, who in that lette: 
signed himself, “Julian” wrote to Mr. Jacobi, then president of the 
company whom he addressed as “Dear Lester”—because I believe the 
state of mind has a great deal to do with what the situation was. 

The question really before the committee is not whether anyone had 
difficulty getting insurance, but whether Schenley purposely went 
out and by getting a Jot of insurance prevented Mr. Van Winkle o1 
any other small distiller from getting insurance. 

Now in the last letter which Mr. Van Winkle wrote to Schenley, 


he wrote: 


Dear Lester: Thank you for your letter of June 20—— 


Mr. Mrrcnety.. Whose letter is this? 
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Mr. Heymsrevp. It is a letter of June 23 and it is on the top of 
the file. 


Thank you for your letter of June 20 with regard to having your floater policy 
on our warehouses reduced to $200,000. I am passing this information on to our 
brokers with instructions to give this their attention. 

Thanking you very much for helping us out in this situation and hoping we 
can repay the favor at some time, I remain, 

Yours very truly, 
JULIAN. 
Now I do not think it is necessary to point out that that is not the kind 
of letter that a man writes who has been obliged to say that, “I will 
have to go to Washington.” 

Mr. Keatrne. I do not necessarily disagree with you, but it is not 
entirely inconsistent. He had been pacified. 

Mr. Heymsrevp. I agree, and that is the reason I have the rest of 
this correspondence. I also have the policies and considerable infor- 
mation here as to insurance practice. I have letters from the presi 
dents and officers of certain insurance companies as to the practice, 
and I think in fairness, in view of the very widespread publicity which 
the “skulduggery” charge unfortunately received, 1 would like to take 
just a very few minuates to clarify this situation. 

Mr. Cuer. Go right ahead. 

{ A file of 11 photostat ic copies of letters comprising correspondence 
between Messrs. Van Winkle and Jacobi were marked “Exhibit 21” 
and will be found on following pages. ) 

Mr. Heyrmsrevp. The first letter in this collection is a letter dated 
April 8, 1947. In that letter Mr. Van Winkle writes: 

Dear LESTER: We have been advised your company has fire insurance coverage 
in the sum of $80,000 per warehouse on several of our warehouses. 

As far as we have been advised we do not know of any of our whisky that 
you own stored here. 

Mr. Mrrcneti. He says, “Any of our whisky.” 

Mr. Heyrmsrevp. “Any of our whisky stored here.” 

I might say parenthetically, Mr. Van Winkle was in error on 
another part. We had whisky in his warehouse in 1946 and again in 
1949, and I might say the value of the whisky stored in his ware- 
house in 1949 was valued at something over $200,000. 

I will put those into the record. 

Mr. Mircuety. Will you please read that sentence again ? 

Mr. HeyMsrevp (reading) : 

We have been advised that your company has fire insurance coverage in the 
sum of $80,000 per warehouse on several of our warehouses. As far as we have 
been advised, we do not have any whisky—— 


Mr. MrrcneL. No, “any of our whisky.” That is the way you read 
it the first time. 
Mr. Heymsrexp (reading) : 


As far as we have been advised we do not know of any of our whisky that you 
own stored here. Therefore, we would appreciate your investigating this matter. 


Mr. Keatina. Let us get this as we go along—any of “our” whisky. 

Mr. Cuetr. Does he mean by that, whisky that you purchased from 
him in bulk, whisky there in his own warehouse, but owned by you? 

Mr. HEYMSFELD. I could not say what he means, but I think as this 
record develops it will prove that that difference is immaterial. If 
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there is any significance in it, I suppose Mr. Van Winkle could explain 
it. I have unconsciously left those words out, just in the process of 
reading. I am not aware of any difference that would exist as to 
whether it was his whisky or anyone else’s whisky. I might say that 
the whisky in 1949 was his whisky, if that is material. Not only that, 
but had been purchased from the Stitzel-Weller Co. 

Mr. Cuetr. Do you mean his brand of whisky ¢ 

Mr. Heymsrevp. No, it was bulk whisky. Iam talking about 1947. 

Mr. Mircne.y. Let us stay on that. 

Mr. Heymsrevp (reading) : 

herefore, I would appreciate your investigating this matter and if you do not 
need this insurance, please make it available to us through our insurance brokers. 
We certainly would appreciate it if 

Mr. Mrrceney. Then he gives the names, Alexander & Alexander ? 

Mr. Heymsreip. Would you like me to read the thing right down ? 

Mr. Mrrenexi. Allright. Let us get it clear. 

Mr. Heymsrevp. Because I put them in evidence, I thought I would 
skip some of the unimportant parts, ’but I will be glad to read it all. 

We would certainly appreciate it if you would give this matter your personal 
attention and wire or telephone me at our expense promptly because certainly we 
do need this insurance if it is not necessary for you to hold same. 

If you do own whisky stored here, please give us full information as regards 
the serial numbers of the packages. If you do have this insurance and do not 
need same and are willing to release it to us through our brokers in New York, 
please advise us of the individual who handles your insurance in your office to be 
contacted in the matter. 

With kind regards and hoping to see you some time soon, I remain, 

Yours very truly, 
JULIAN. 

Mr. Mircnent. That was air mail special delivery, April 8, 1947? 

Mr. Heymsrevp. That is right. It was answered on April 10. 

Dear JULIAN: I have your letter of April 8. Apparently you have been misin- 
formed on the subject. 

I rder to be helpful I have had the manager of our insurance department 


telephone to Alexander & Alexander concerning same. He spoke to Mr. Howr 
who states that he had checked with our insurance agency some time ago and 
learned that we were holding no coverage on your warehouse. 

If you will now communicate with Mr. Howr, I am sure that he will advise you 
that you have been given the wrong information. 


\ h personal rezaras, I am, 
Sincerely, 


Lester BK. JAcost. 
Now, if I may point something out now which is at the root of this 
entire confusion, Mr. Van Winkle, in his very first letter, made the 
statement that he made here more or less the other day, that we had 
certain specific insurance on his warehouse, and when we got that 
r we were ourselves confused ; we knew of no specific insurance on 
his warehouse; we undertook, because Alexander & Alexander were 
in New York and he was in Louisville, to call his broker, because he 
had given us the broker’s name and the broker confirmed to us that 
there was no specific insurance. In other words, the confusion which 
is now in the record is a confusion which existed on April 8 and 10, 
1947, but I feel that the confusion was subsequently clarified by the 
later correspondence. I would like to come to that, if I may. 
On April 16, Mr. Van Winkle wrote a letter to Mr. Jacobi in which 
he said: 
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Thank you for your nice letter of April 10 in which you advise us we have 
been misinformed as regards your having insurance coverage on any of our 
warehouses, 

I also want to thank you for having your manager telephone Alexander & 
Alexander to this same effect. Under the circumstances it will not be necessary 
for me to write your Mr. Howr as you suggest. 

Once in a while I hear of you being down here. Wish you would arrange to 
come to see me the next time you are here. 

With kind regards, I remain, 

Yours very truly, 
JULIAN. 

Now, on April 23, apparently as a result of further correspondence 
or other facts about which we know nothing. there was a letter which 
was received, which was sent to us—and I do not have a copy of it 
because it was returned to Stitzel-Weller as the subsequent corre 
spondence will show, but I assume it is available in their files—a letter 
was sent to us from the firm enclosing a letter from Alexander & Alex 
ander, and in that letter there was for the first time an explanation 
of what the correct facts were, and that is, not that we had any 
specific insurance—— 

Mr. Kearinc. Suppose we read the letter. 

Mr. Heymsrevp. | am sorry, I do not have the enclosure and can 
only give it to you as it is mentioned in this letter of the 23d from Mr. 
Van Winkle. 

Mr. Keatine. That letter pointed it out? 

Mr. Hermsve.p. This is the letter of April 23. 

Mr. Keatine. But we h: »Ol ‘ore us from “Julian” to “Lester.” 

Mr. Hreyrmsrevp. It enclosed : r from Alexander & Alexander 
which I do not presently have in the file because, as the later corre- 
spondence shows, the enclosure was returned to Mr. Van Winkle and 
we did not keep a Copy. 

Mr. Keatine. The letter from Alexander & Alexander was to Mr. 
Van Winkle? 

Mr. Heyrmsrevp. That is right. He received it and sent it to us 
for our information and we returned it. 

Mr. Keatine. Do you know what was said in that letter ? 

Mr. Heymsrevp. Only so far as it is described in Mr. Van Winkle’s 
letter. 

Mr. Keatina. I think the orderly way would be to read this letter. 

Mr. Heymsrevp. Yes, sir. I propose to do that. I wanted to ex 
plain why I could not read the letter from Alexander & Alexander. 

I am enclosing herewith a letter I received today from Mr. R. C. Dunn, vice 
president, Alexander & Alexander Insurance, New York, N. Y. 

Naturally you can imagine I am very much surprised to receive this letter 
after the letter I received from you on this subject. 

However I feel sure that there must be some mistake about it because we are 
very confident you would not want your company to hold a floater policy on 
our warehouse when you have no stock stored here, especially in such large 
figures as $500,000, because you can readily appreciate that causes us to be 
unable to get that much additional coverage that we really need for ourselves 
and our customers who have whisky stored here. 

Now, Lester, I feel absolutely certain now that this matter has been brought 
to your attention, you will see to it that this floater policy for $500,000 on our 
warehouses is released, and Alexander & Alexander so advised by your office 
promptly. 

Hoping that you are quite well and that I will have the pleasure of seeing you 
again some time soon, I remain, 

Yours very truly, 
JULIAN, 
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Here is the reply to that letter from Mr. Jacobi. It is dated April 29. 


Dear JULIAN: I have your letter of April 23 enclosing the letter addressed to 
you from Alexander & Alexander which I am returning. 

The information contained in my letter of April 10 was correct and that is 
that we hold no coverage on your warehouses. We do have an I. U. D. floater 
which provides automatic coverage up to $500,000 at any location in the United 
States. 


And, as I will show later, such a provision exists in practically every 
insurance policy that we have any knowledge of and probably is in 
Mr. Van Winkle’s policy as well, and if subpenaed, I suppose that the 
policy would show it because it is more or less a standard provision. 


We have no merchandise stored in any of your warehouses and are reporting 
no values under our I. U. D. floater at your locations, 

It seems unusual that this floater which mentioned no location by actual name 
should interfere with coverage in any particular location when in fact we have 
no goods stored there. 

Now, if I may stop, that certainly indicates that Mr. Jacobi did not 
have in mind that the existence of this provision would interfere, until 
it had been called to his attention, with any ability of a small distiller 
to get insurance and, as a matter of fact, I will put into the record later 
letters from certain insurance companies which indicate that under 
their practice the existence of this floater provision would have had no 
effect whatever on the insurance that they were willing to write; so 
Mr. Jacobi’s puzzlement, the committee’s puzzlement, is quite natural 
to understand. 


We certainly do not wish to prejudice your insurance situation. 


This is to a man who says he had to go to Washington to turn the 
law on us. 

We certainly do not wish to prejudice your insurance situation, but it would 
be most unusual for us— 

Mr. Mircnetyi. This is from Mr. Jacobi, is it not ? 

Mr. Heym.revp. That is right, but Mr. Van Winkle testified that 
Mr. Jacobi would not bend until he said he had to take a walk to 
Washington. 

Mr. Keratine. This is a letter written to the fellow who said he 
would not bend, or that your people would not bend until he said he 
was going to Washington ?¢ 

Mr. Heymsrevp. There is a letter to Julian. 

Mr. Kratina. It isto Mr. Van Winkle from Mr. Jacobi ? 

Mr. Hrymsrevp. That is right. It is not Mr. Van Winkle’s state- 
ment, but Mr. Jacobi’s statement : 

We do not wish to prejudice your insurance situation, but it would be most ; 
unusual for us to specifically exc lude any location from automatic coverage under 
this type of policy. 

I will have that explained, why it would be unusual, because that 
goes to the question of why every policy includes such a provision. 

We do, however, feel that it is quite unlikely that we will ever have a sub- 
stantial amount of goods stored in your warehouse, and if it will be helpful 
to you we might be inclined to reduce our automatic floater limit in this instance 

With kindest regards, I am sincerely yours. 

That letter is dated April 29, 1947. 

Now the next communication is a letter from Mr. Van Winkle 
which, incidentally, is 1 month later. Mr. Mitchell made some refer- 
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ence before to the promptness with which these letters may have been 
answered. 

The delays, I think, as the dates will show, were on Mr. Van Winkle’s 
part and not ours. We wrote on April 29, and he replied on May 29, 
almost a month later. 

Mr. Mrrcueti. Before you get to that in my list, there is one dated 
May 26, 1947, from Alexander & Alexander. 

Mr. Heymsrevp. That is enclosed in the letter of May 29. That 
letter of May 26 is not addressed to us. It is in the correct place, but 
the letter you are referring to is not a letter addressed to us, but is 
enclosed with Mr. Van Winkle’s letter of May 29. 

Mr. Mircuexe. This one is from Van Winkle, dated May 29. 

Mr. HeymsrFetp. That is right. 

Mr. Mirceneyi. Go ahead. 

Mr. Heymsrevp. The point I was making was the next time Mr. Van 
Winkle wrote us was almost a month later. 

DEAR LEsTER: I tried to call you over the phone today but your office advised 
you were out of the city until June 9. 

Therefore I am enclosing herewith copy of a letter addressed to us, May 26, by 
Alexander & Alexander, insurance brokers, 80 Maiden Lane, New York, which 
etter explains itself. 

I spoke to you in connection with this matter, early in April, and you wrote me 
on April 10, to which letter I replied April 16. 


Mr. Van Winkle did not refer to the intervening correspondence but 
that is not very material. 


However, as I now understand it—— 


Mr. Keatine. Now you are quoting again. It is difficult for the 
reporter to determine where you quote. 

Mr. Mircuet.. We will straighten the record out. Do it your way. 

Mr. Hermsrevp. I am trying to get through the thing as quickly as 


possible. This was described as an important issue and I think it 
should be clarified. 


However, as I now understand it and as outlined in Alexander & Alexander’s 
letter of May 26 to me, it seems your company is holding automatic coverage in 
the amount of $500,000 in any one location throughout the United States. 
Which shows that Mr. Van Winkle, on that date, certainly understood 
that. 

This $500,000 coverage is seriously interfering with us and apparently is doing 
your company no good. As your company admits you own no whisky stored in our 
warehouses and I do not think it is very probable that you will own any very soon. 

Therefore, Lester, I certainly wish you would give this matter your attention 
and let me have a favorable reply from you promptly upon your return to your 
office June 9. 

And on June 9, Mr. Jacobi wrote to Mr. Van Winkle as follows: 

DEAR JULIAN—— 

Mr. Mirenett. Don’t you want to read the letter enclosed with that ? 

Mr. Heymsretp. I will be glad to. 

There is a letter enclosed with that letter and it istdated May 26 

Dear Mr. McCture—— 


Mr. Keatina. This is from Alexander & Alexander ? 
Mr. Hermsrievp. That is right. 
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As we advised you during our recent visit to Louisville in canvassing the in 
surance market for additional insurance on whisky in your warehouses, one of the 
insurance companies advised us that they are not in a position— 


that is one of the insurance companies— 


advised us that they are not in a position to write any additional coverage at 
your warehouses in view of the fact that they have outstanding a floater polic: 
for Schenley Distillers 

Upon further investigation we find that this policy covers in the amount of 
$500,000 automatically at any one location throughout the United States. Th 
$500,000 covers at your warehouse location and does not apply $500,000 to eac! 
warehouse. This information was further confirmed by Schenley’s insurances 
manager, Mr. Rose, in a telephone conversation in mid-April with our M 
Hionoman., 

Mr. Bolden, of this office, and the writer called on Mr. Rose last week and ask¢ 
him if he would be kind enough to specifically eliminate his floater policy as 
regards your warehouse locations, 

Mr. Rose would not agree with this request 


and if I may say so, Mr. Rose is a clerk in the insurance department. 


Mr. Rose would not agree to this request, stating that such a move would leavs 
him without coverage in the event that they acquired any stocks in you 
warehouses. 

Mr. Kearine. There Mr. Rose was connected with Schenley ? 

Mr. Heymsrevp. That is right, sir. His job was to be clerk in th 
insurance department. He was supposed to cover any outside location, 
so that as bulk whisky might be purchased it would not be necessary 
for the purchasing agent to find out whether there was or was not in- 
surance, 

That is the standard reason for a floater and it is the only way yo 
can operate in a businesslike fashion, and Mr. Rose certainly was in ne 
position, having a policy before him which had been bought, to agre 
to a variance in the terms of that policy. And I don’t think any point 
is made of the fact that it was Mr. Rose who made the refusal. 

Mr. Mitcurin. The point is that it was Schenley. That is the 
point. We are not picking on Rose, but the question is whether or not 
me henley refused to do this. 

Mr. Heymsrexp. Julian was in correspondence with Lester and I 
will come to the letter of June 9. 

Mr. Mrrcnety (reading) : 

Mr. Rose would not agree to this request, stati 
him without coverage 


ig that such a move would leay 


Mr. Heymsreip. If you will permit me to explain who Mr. Rose i 
Mr. Mircnuevv. You have done that. I do not want to get tl 
thing obscured. 


Mr. Hi YMSFELD. It 1s not being obs ured, it is being clarified. 


He further added that floater policies were common in the insurance industry 
This statement is entirely correc 


This is Alexander speaking. Van Winkle’s broker. 


This statement is entirely correct but, with the exception of the whisky indus- 
try, we know of no igstances where a tloater policy has prevented the owner of a 
plant or warehouse from securing the amounts of insurance that he needs fo 
his location. 

Mr. Mrrene... For his location. 

Mr. Heymsrecp (reading): 


For his location. 





INVESTIGATION OF THE DEPARTMENT OF JUSTICE 599 


Excuse me. 


From our conversation we understand Schenley has no stocks in your ware- 
houses at the present time and it is highly remote that they will have any in 
the foreseeable future. 


I would like to say to the committee, because I know you have a 
great many documents to consider, that the opening sentence says, 
“One of the insurance companies,” and, of course, there are many 
companies with which we insure and it is clear that it is not the 
general practice. 

And here is the last letter which was written on June 9, the day 
Mr. Jacobi returned to the office: 


DEAR JULIAN: Upon my return to the office today, after an : > of 3 weeks, 
I have your letter of May 29. 

In this letter you refer to our exchange of correspondence under dates of April 
10 and April 16. Apparently, you overlooked your letter of April 23 and my 
reply of April 29 on this subject. 

selieving you may have misplaced this correspondence, I am enclosing copy 
of my letter of April 29 from which you will note that I have written that we 
might be inclined to reduce the amount of our automatic floater limit as it 
relates to your warehouses. While we still believe that it is unlikely that we 
will ever have a substantial amount of goods stored in your warehouses we do 
not wish to exclude any location completely. If it will help your situation we 
would be willing to reduce the limit to $200,000, thereby releasing $300,000, 
coverage. 

I hope that this will meet your requirements and will be pleased to take care 
of same upon receipt of your reply. 

With kind regards, I am. 


On June 11, Mr. Van Winkle replied: 


Thank you very much for your letter of June 9, together with copy of your 
letter of April 29 which you enclosed. Sorry to note we overlooked mentioning 
our letter of April 23 and your reply of April 29 in our letter of May 29 to 
you. 

I note with pleasure that you say: 

“Tf it will help your situation we would be willing to 
$200,000 thereby releasing $300,000 coverage.” 

Naturally we would like to have it all but $300,000 y 
lot. Maybe a little later on you can see your way clear t 
of this coverage when you find by that time that you 
enclosing copy of your letter together with copy of this 
Alexander requesting they call on your insurance depat 
this matter immediately. 

On June 20. This is from Lester Jacobi: 

DEAR JULIAN: Referring to your letter of June 11, we 
insurance brokers, Schiff, Terhune & Co., to endorse 
reduce to $200,000, the limit per location on your premises 

Trusting this will meet your situation and with personal 

Sincerely yours, 


And then followed this letter of June 23, 1947, to which I have 
referred. 

Mr. Kearine. Who is Mr. Gassenheimer ? 

Mr. HeymsFexp. He is an employee of Schenley in. the treasury 
department to whom Mr. Rose reported. Mr. Gassenheimer, my 
recollection is, was an assistant treasurer of the company, and I may 
say that neither Mr. Gassenheimer nor Mr. Rose nor Schiff, Terhune 
& Co., who are brokers, felt that we were doing a needed thing but 
it was done in any event. I mean that is evident from the file. 
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I have letters here from various insurance companies. They wer 
rather hastily gotten together because naturally the thing came on u 
rather suddenly. 

These letters, written by outstanding insurance companies, I think 
will be of interest to the committee, because they indicate that so fai 
as at least these companies are concerned, and I would imagine, and 
I have been advised by our company’s brokers, and there is a rep 
resentative of the firm here, that they are typical of the general prac 
tice of insurance companies, the existence of this provision in ow 
policy should not in ordinary course of business have interfered with 
the ability of Stitzel-Weller to obtain insurance. 

I would just like to read the top letter. The others are pretty much: 
the same. 

(Seven letters from various insurance companies are marked “Ex 
hibit 22.” See pp. 708-711 for the other letters.) 

This is a letter from the Continental Insurance Co. This letter 
was written to us because we asked for it. 

Dear Mr. Wor: Under the standard provisions of monthly reporting forms 
No. 1 and “A” in effect throughout the United States of America, provision is ge! 
erally made for a limit of liability to apply to locations acquired subsequent to 
the inception date of the policy, subject to the conditions in the respective forms 

The amount of the limit of liability for such acquired locations is fixed by agree 
ment between the insured and the interested companies. 

As a matter of underwriting practice, ii we are requested to accept insurance 
at specific locations by a given insured our decision as to whether or not we would 
accept the business would not be affected by the possibility of having potential! 
liability under the new location provisions of policies issued to other insureds. 

I would like to offer, Mr. Chairman, these letters, five in numbe1 
for your record, if you wish them, sir. 

Mr. Cuetr. Without objection let them be entered into the record 

Mr. Hermsretp. This type of policy was in effect in 1934 and pos 
sibly earlier. I cannot state whether it was in effect earlier because | 
cannot locate those records. 

I have the policy in effect at the time of the incident. It was the 
1946 policy renewed by a renewal binder which was the customary 
practice pending the printing of the new policy and there was no 
reference in this policy to Stitzel-Weller Co. 

The polic: y simply covers, in addition to specified limits at listed 
locations, “In each of any other locations acquired within the geo- 
graphical limits of the United States of America, excluding the State 
of California”—if included in the next succeeding monthly report of 
values as provided in the value-reporting form— “limit $500,000.” 

Mr. Chairman, I should like to offer this. 

Mr. Mrrcenei.. What is that list of locations? 

Mr. Heyrmsrevp. I have that list. 

Mr. Mrrcnet.. Does that list include the place where Stitzel 
Weller is? 

Mr. Hermsretp. No, sir. I made the statement in offering the ex 
hibit that the Stitzel-Weller plant is not referred to in that policy 
Mr. Mrrene.y. But the location where this plant is, is included? 

Mr. Heymsrevp. No, sir; it is not. 

I should like to repeat it because apparently there is still a little 
doubt about it: Mr. Van Winkle’s location was included only because 
he happened to have a plant located in the United States of America. 
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There was no specific reference to his plant. The first specific refer- 
ence to his plant was in the 1947 contract which was printed and came 
into effect after this exchange of correspondence and the reason why 
the Stitzel-Weller location is placed in this form is that we were 
meeting Mr. Van Winkle’s request, that instead of having the $500,000 
limit applicable, which is applicable to locations in the United States 
generally, that in the case of his plant, the limit be only $200,000; and 
here is the reference to the Stitzel-Weller plant in that contract 
“premises of Stitzel-Weller Distilling Co., Shively, Ky., plant limit, 
$200,000.” 

Mr. Mirene... Was this after this amendment had been made? 

Mr. HeymsFrew. The date of printing shows it was made retroactive 
to the beginning of the policy year. 

Mr. Mircueti. Was there an amendment to this policy to the same 
effect ¢ 

Mr. Heymsrewp. Yes. 

Mr. Mircne... After you straightened this out, then this policy 
did make a specific exclusion of Stitzel-Weller ¢ 

Mr. HeyMsrevp. That is right, sir. That was done on the 18th of 
June 1947. 

Mr. Mircnent. By “this” I am referring to the first insurance policy 
introduced in evidence, so get your numbers staightened out, that that 
interchange relates to the first of the insurance policies that Mr. 
Heymsfeld has offered here. 

Mr. Hrymsrerp. I would like permission to substitute for these 
original documents, photostatic copies if that wilk meet the needs. of 
the committee. 

Mr. Cuetr. What was that? 

Mr. Heymsrevp. I would like to substitute for these original docu 
ments, photostatic copies. 

Mr. Cuetr. That is right. 

Mr. Heyrmsrexp. | now offer for the record, the binder which made 
the modication referred to, and that is dated June 18, 1947, and the 
contract of 1947 to which I have referred. 

(The insurance papers referred to are marked “Exhibits ‘ 2, 24, and 
25,” in the order referred to. See pp. 711, 715, and 717-721. 

Mr. HeryMsFew. I have an insurance expert here and if aa are 
questions on this phase of the matter I would be happy to answer them. 

Mr. Cue Fr. I think you said there was not any reason why Mr. Van 
Winkle could not secure insurance. But the fact remains that as I 
understand he could not and he had to take it up through you people 
to get the matter acer 

Mr. HeymsFre.Lp. The broker’s letter indicated that as a result of 
having talked to a single company he found that that single company 
could help Mr. Van Winkle out if we would make this modification. 

Now he might have gone to any one of a number of other companies 
who might have said, “We'll take it without the modification.” He 
might have landed in the office of some other company where National 
Distillers or Seagram or Brown-Forman had a similar clause and 
that company might have said, “If you can get these people to help 
you out, we will be glad to write the policy. 

In other words, there seem to be two kinds of companies, those to 
whom this limit is significant and those to whom it was unimportant. 
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I have indicated in this record that there were a number of com- 
panies who said this would not have affected it. 

We do not say there was a difficulty in getting insurance at this time 
but as a matter of fact we thought that in a difficult insurance market 
we were simply doing Mr. Van Winkle a favor. But the most impor- 
tant point is that the inference has been created and created in the 
press that Schenley was following some skulduggery, and the word 
is Mr. Van Winkle’s, in order to deprive his company of having insur- 
ance. The committee has been kind enough to give me the opportunity 
to explain what the over-all practice was, which perhaps is difficult to 
understand But certainly does not indicate any skulduggery on our 
part, because until we got these letters, we had no indication that our 
policies were creating any interference with Mr. Van Winkle at all 
and even as of this date we have found companies, just by a random 
selection, who confirm our own misconception, perhaps, that so far as 
they were concerned, it would have made no difference. 

The Alexander & Alexander letter certainly is clear. They said they 
went to “a” company and that company said, “We can take care of 
you Mr. Van Winkle, if you get your friends”—and the word is Mr. 
V an Winkle’s, and still ours—“your friends at Schenley to help you 
out. 

We did something to help him out and for some reason which I 
simply cannot understand, Mr. Van Winkle now has it in his mind 
that we were the company that caused his difficulty. As a matter of 
fact, we were the ones who led him out. 

As I said before, Mr. Chairman, Mr. Van Winkle’s own policy very 
probably has a provision in it similar to this. We know the policies 
of other companies da, and the only difference might be in the matter 
of limits. 

Mr. Cuetr. As I understand it, the only way and the only reason 
Mr. Van W rakes particular plant was affected was simply because 
it was located in the United States of America. 

Mr. Heymsreip. That is right, but notwithstanding that, there is 
still a matter of doubt whether the reference in our policy created any 
difficulty so far as Mr. Van Winkle was concerned or anyone else, ex- 
cept so far as concerned the practices of one single insurance company. 

And he then came to us and said, “This particular company can give 
me insurance if you will do me a favor,” and we said, “We will do you a 
favor. We will go through the business of informing our brokers, 
we will go through the business of putting a special note in our files 
that if we have whisky in Stitzel-Weller, we only have $200,000 in 
insurance,” and it is a fortunate thing—although pure coincidence— 
that the $200,000 limit was actually made use of at a later date, and 
Mr. Van Winkle, for reasons which I cannot presently understand, 
told the committee, in all fairness to him—the matter of dates and so 
on was a little bit vague—that we had no whisky ever stored in his 
warehouse. I am perfectly willing to assume that by “ever” he meant 
as of that date, but I do not know what impression the committee or 
anyone else derived from that. He said there was no whisky ever 
stored in his warehouse and in fact in 1949 we had whisky stored in 
his warehouse that he would know about because he sold it to us. 

Mr. Cuetr. In all fairness, I should say that I assume this is an 
accepted practice. Nevertheless between the beginning of the corre- 
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spondence where Mr. Van Winkle addressed the letter to Mr. Jacobi 
on Apri} 8, 1947, in which it seems to have been concluded on June 23, 
1947, at which time the release was made to the extent of the $200,000, 
roughly 8 or 9 days elapsed. Had he had a fire he would have been 
out of luck during that time, would he not? 

Mr. Heymsretp. Mr. Chelf, knowing I was presenting this evidence 
to men trained in the legal profession, I went to great pains in the 
process of presenting these letters to show several things. First, that 
the original letter of May 8 was written in a way so that we would not 
honestly become aware of his problem. He made a misstatement of 
fact in that letter. He said we had specific insurance. We looked at 
our record and we found no specific insurance. We did more. We 
went to his broker. We said, “What kind of insurance is this that is 
giving you a problem ?” 

And apparently the broker was not able to tell us on that date. They 
told us and we confirmed the fact to Mr. Van Winkle in specific 
insurance. 

It is one thing to say to you, sir, that you practice law generally and 
it is another thing to ask you if you have a specific piece of litigation 
in your office. You simply look in two different places. 

Mr. Keatina. He talked to your Mr. Rose and he said he would not 
take it off? 

Mr. Heymsrevp. That is right; that was in the middle of April. 
That was in the middle of April according to their statement. I talked 
to Mr. Rose the other day. I would be glad to supply Mr. Rose’s 
position and salary for the record. He is a clerk in the insurance 
department. Where Messrs. Alexander & Alexander saw fit to take 
this matter up with Mr. Rose, Mr. Van Winkle knew enough to take 
it up with Mr. Jacobi. 

Now there was never any delay 

Mr. Mrrcuett. Mr. Jacobi is the president, isn’t he? 

Mr. Hermsrew. That is right, sir. Mr. Van Winkle took it up with 
the president of the company. A clerk in the insurance department 
cannot modify police Vy. 

Mr. Mrrcueti. Why should he take it up with the president ? 

Mr. Hermsretp. Alexander & Alexander should not have gone in 
the middle of April after the president of the Stitzel-Weller Co. had 
already written to the president of Schenley, Alexander & Alexander 
should not have gone to a clerk in the insurance department and asked 
him to make this change. Mid-April is after April 8 after the cor- 
respondence already went. 

Mr. Mircuety. May I ask some questions here ? 

I would like to get rid of this thing. I do not think it is too impor- 

tant, but it is import: int to the company. 

I have the man who talked to Mr. Rose. He is in the audience and 
I am going to call him in and find out about this. I think if we get 
more facts and not so much argument we can get this straightened 
out. It does not deserve all this time. 

Now Mr. Dunn is here. I subpenaed him. I neglected to tell you 
about it, but we can find out about this thing and we want to make 
sure we get all the facts. 

We will find out why he talked to Mr. Rose and all that, but at this 
point 
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Mr. Heymsre.p. I would like to make my answer to Mr. Chelf’s 
question. 

Mr. Mircne.y. Go ahead. 

Mr. Heymsrecp. Your question was on the matter of delay of 46 
days and I will take your statement for the fact that that was the 
number of days. What I was pointing out, sir, was this 

Mr. Cuevr. I was not trying to high light any particular time. 

Mr. Hermsre pn. I tried to cover it in my way. Mr. Van Winkle’s 
letter was dated April 8. Mr. Jacobi’s letter was dated April 10. 

Mr. Van Winkle’s letter was next, dated April 16, and called for no 
reply. It said, “Thank you for your nice letter.’ 

On April 23, Mr. Van Winkle wrote again. He got an answer on 
April 29, which said, “We will be very gl: ad to accommodate you.” 

We heard nothing further from Mr. Van Winkle for 1 month. 
That is why I made that statement. In other words, I would like to, 
if necessary, prepare a little timetable where these 46 days were 
eaten up. 

When he wrote on May 29, he said, “I tried to get you on the 
telephone 

And, incidentally, when we are away from the office we are avz.il 
able, but he did not find it necessary to get Mr. Jacobi. He said, “1! 
have found that you will be out of the office until June 9.” 

In other words, when he wrote this letter on May 29, he knew Mr. 
Jacobi would be back on June 9. Mr. Jacobi, on the day of his return 
to the office, on June 9, answered the letter. 

That is the best answer I can make to the question you put to me. 

Mr. Cuetr. Do you have anything further, Mr. Mitchell ? 

Mr. Mireneui. Yes. 1 would like to get the essential facts summed 
up. 

As I understand it, there was first a request by an insurance broker 
of a Mr. Rose in your company. 

Mr. Heymsretp. No, sir. That is the opinion of Alexander & 
Alexander, but it is not so, as these letters show, because Mr. Van 
Winkle’s letter is dated April 8. 

Mr. Mrrcneii. You think he requested first ? 

Mr. Heymsrevp. The first information we have on the subject is 
a letter dated April 8, and it is addressed to the president of our 
company. 

Now, Alexander & Alexander on their own statement to Mr. Van 
Winkle said, “We took this up with Mr. Rose in mid-April.” 

And I should like to point out to you, Mr. Mitchell, that they could 
not have taken it up earlier because as of April—we called Alexander 
& Alexander. 

Mr. Keatrne. Who? 

Mr. Heyrmsretp. Mr. Jacobi—someone from our company called 
Alexander & Alexander. 

Mr. Keatine. Who from your company? 

Mr. Heyrmsrexp. I can find that out. 

Mr. Keattne. Are you sure it was not Mr. Rose ¢ 

Mr. Heymsrexp. It may or may not have been. 

Mr. Keatrina. If it was, it gave them pretty good reason to call 
him back. 
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Mr. Hreynmsre.p. That is right, but at that time Alexander & Alex- 
ander said to Mr. Rose, “You are right. There is no specific 
insurance.” 

Therefore, the request must have come after the date that you re- 
ferred to here. Now if it came earlier—maybe the request was based 
on this information, but in any event 

Mr. Mircuenn (interposing). If you had whisky in that Stitzel- 
Weller warehouse at the first of April or mid-April or any other date 
in April 1947, would your policy have covered that insurance ¢ 

Mr. Hermsrevp. Covered that whisky ? 

Mr. Mrrcnei. Yes, that whisky. 

Mr. Hreymsrextp. Yes; it would. 

Mr. Mrrcnety. If Mr. Van Winkle had whisky in that same ware- 
Wiens which was destroyed in April 1947, his insurance would have 
been limited by the policy that you have; would it not ? 

Mr. Heymsreip. No, six. It would have been limited by the policy 
he had. He had insurance on his whisky. He was looking for addi- 
tional insurance in a tight market. 

Mr. Mrircneti. And because he had not been able to get the larger 
amount it was attributed to the existence of your policy by one in- 
surance company. 

Mr. Heymsreip. Yes, but he had insurance. He was not uninsured. 
He was looking for additional insurance. 

Mr. Mrrcneuyt. And that is where he ran into the barrier, with one 
company ¢ 

Mr. HeyMsrevp. That is right. 

Mr. Mircueuy. As time went on, April 29, Mr. Van Winkle said 
that it seemed unusual that your insurance—I mean Mr. Jacobi said it 
seemed unusual that your insurance would limit Mr. Van Winkle’s 
company in writing it for him, but he said, “We do not wish to preju- 
dice you, your insurance situation, but it would be most unusual for us 
to specifically exclude any location for automatic coverage under this 
type. 

Mr. Heymsrevtp. That is right. 

Mr. Mircueity. He meant to exclude the Stitzel-Weller warehouse 
from your policy. 

Mr. Heymsrevp. That is right. 

Mr. Mircne.ui. After that insurance of yours was removed from 
his warehouse, he could then get insurance ? 

Mr Heyrmsrevp. Well, I do not know.. I assume so. 

Mr. Mrrcne.i. With that company ? 

Mr. Heymsrevp. Yes. 

Mr. Cuetr. I suggest we recess at this time and run at 2 o’clock. 

(Whereupon, at 1 p. m., the subcommittee recessed, to reconvene 
at 2 p. m., the same day.) 
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Mr. Cue.r. The committee will come to order 

Will you proceed, Mr. Collier? 

Mr. Cotter. Have you finished with your explanation now, Mr. 
Heymsfeld ? 

Mr. Heymsrexp. I have on the insurance matter, Mr. Collier. 

Mr. Cotirer. I would like to ask one question. Why was the reduc- 
tion—if you had no inventories in that warehouse, which I understand 
vou did not at the time the reduction was made—why was it reduced 
only by $300,000 ? : 

Mr. Heymsrexp. Because of, as I understand it, a possibility that 
we might thereafter have merchandise there ie as the events proved 
we actually did, although it would be immaterial I think. In other 
words, our best judgment at the time was that there was some possi- 
bility that we might at some future time have other merchandise 
there. 

I think it is also reasonably clear from the correspondence that 
while Mr. Van Winkle hoped that at some future time we might 
help him a little further, up to that time he was at least satisfied 
with what we had done. I cannot do any better than that in my 
answer. 

Mr. Corirer. You made the statement earlier that you did not 
think there was any need for it in the first place and that you wer 
doing him a favor. You did not think you should have done it 
but that you were doing it as a favor. Did you mean to imply 
that ? 

Mr. Heymsretp. What I mean to imply. Mr. Collier, was that we 
had done something which from our standpoint was an unusual thing 
to do and we were doing it as a matter of favor and not doing it be- 

ause we thought that we had done something that violated any law, 
regulation, or made any of us vulnerable to any “walk to Washington,” 
_ pos ecution of any other threat of that kind and in fact no such 
threats to our recollection were ever made. That is all I intend to 
imply. 

Mr. Cotumr. Do you have an insurance department ? 

Mr. Heyrmsrevp. Yes sir, we do 

Mr. Cotuter. Is that located in New York City? 

Mr. Hrymsrevp. The head people in that department are in New 
York City but we do have people in various sections of the country 
who o a onsible for insurance 1n a 7 areas. 

Mr. Couurer. And they handle the insurance problems relating tO 
the Se = ule vy Industries, that insurance a partment in New York? 

an Hrymsrevtp. That is correct, insofar as administration is con 
cerned. Basic problems such as the amount of valuation, fundamental 
cmone ions of policies are all dealt with on a higher management level. 
There is a question of valuation and the total amount of insurance 
that we should carry which is determined by the officers and the ex« 
cutive committee. 

Mr. Corurer. That insurance department advises you on insurance 
matters ? 

Mr. HreyMsrevp. They do, sir. 

Mr. Cottier. And the decision rests with the higher officials 
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Mr. Heymsretp. That is correct. 

Mr. Cottier. But they formulate the basic policy and give it to you 
to pass upon. 

Mr. Heymsrevtp. They may not on questions of valuation for exam 
ple. That gets into questions of what the company management esti 
mates to be the market value of whisky generally and naturally those 
are decided at a high level. 

Mr. Co.urer. The insurance business is handled by the insurance de 
partment. 

Mr. Heyrmsrevp. That is correct. 

Mr. Cotuier. Do you have any other matters that you want to bring 
up to the committee / 

Mr. HeyMsrebp. Yes. The committee has been very patient with 
me and I have had adequate opportunity to put what I had on the 
record. 

There are two other things that I think are necessary to cover. One 
is a statement made by Mr. Van Winkle that at some time Schenley 
had come to him and that the Schenley people having established some 
type of monopolistic control of all of the supp ly of 14 ounce bottles 
had endeavored to persuade him that he ought to package his whiski 
in 14 ounce bottles and that he had refused to consent to any sur h 
arrangement and he felt that it was a species of fraud which Schenley 
was attempting. 

The incident to which we think Mr. Van Winkle refers occurred in 
1940. Atthat time, a number of American distillers, of whom Schen 
ley was only one, went to the Tre: asury Departme nd asked the 
Tre: asury Departme nt to eliminate what they considered to be an w 
fair discrimination against American whisky, insofar : anadiat 
whiskies, rum, brandy, Irish-type whisky, and Irish whisky and 
Scoteh type whisky could all be bottled in 

Mr. Keating (interposing). Wait a moment. What is the differ- 
ence between Scotch whisky and Scotch-type whisky # 

Mr. Heymsrevp. That is a Scotch whisky made outside of Scotland. 

Mr. Keatinc. What is rye-type whi sky ¢ 

Mr. Heymsrexp. That is a form of imitation whisky. Scotch type i 
designated “Scotch-type” and used as an alternate to “Ameri 
Scotch” to describe, let us say, Scotch whisky made in the United 
States. The word “Seoteh” is limited to whiskies whi +h are the pro 
uct of Scotland. 

Mr. KEATING. Do they put this word “ type” on the 

Mr. Hreymsrexp. If he sees the bottle. sir, he will 
drinking. 

Mr. KEATING. Do they se lly rye type and SO on, as really rye 

Mr. Heymsretp. I do not know of any rye type, but ther 
Scotch-type whisky sold in ‘the United States. 

Mr. Keratina. Does it taste like Scotch ? 

Mr. HeyMsretp. It is adil to taste like Scotch. I do not know 
whether it does or not because I have not tasted any, sir. 

Mr. Keatinae. You can always refuse to answer these questions 
sir, on constitutional grounds. 

Mr. Heymsrexp. There are some things upon which I am not an 
expert, Mr. Keating, and that is one of them. 
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At the time the American industry went to the Treasury Depart 
ment in regular course and said to the Treasury Department that “We 
believe the American distillers making American whisky should have 
the opportunity to use the four-fifths pint bottle which can now bi 
used by these other types of products.” 

The standard requirement at the time was that the American whis 
kies could be bottled only in a full pint, whereas these other whiskie 
that I have mentioned, including Scotch-type whisky, Irish-type 
whisky, brandy, and rum, which might actually be manufactured in 
the United States, but prine ipally Scotch whiskies, could be bottled 
in a package of a four-fifth pint. 

The reason for that was that the tax had been increased and it was 
believed that by having a smaller-sized bottle, it would be possible 
to give the consumer a package at a lesser price than the full pint. 

Mr. Van Winkle is somewhat in error in creating the impression 
that the purpose was to sell it at the same price as a full pint. The 
whole purpose of the proposal was that the American distillers could 
find it possible to sell four-fifths of a pint—and it actually is not 
14 ounces, it is four-fifths of a pint—in the same size container as 
Scotch and these other things. 

Mr. Couuier. You are speaking of quarts: are you not / 

Mr. HreymsFreip. No; I am speaking of pints. 

With regard to the quart, that used to be a standard size for Amer 
ican Whisky, but the four-fifths quart is permitted. On the other hand, 
the pint is permitted for American whisky, but a four-fifths pint is 
not. 

At that time we went to the Treasury Department and we said, as 
American distillers, “Please remove this discrimination against the 
American distillers. If four-fifths of a pint is not deceptive for Scotch 
whisky, if it is not deceptive for Scotch-type, if it is not deceptive for 
the Irish-type, why should it be deceptive for American whisky?” 

We prepared a brief for Schenley, and I helped prepare it. We made 
the following recommendation to the Treasury Department 
| reading]: 

That the regulations be amended so as to make the standard four-fifths-pint 
package available as a container for all types of distilled spirits. (2) That regu 
lation Ne. 5 should be amended so as to require such packages, when filled with 
distilled spirits other than Scotch whisky, Scotch type, Irish type, and so on, to 
bear on their face a phain and conspicuous statement of net contents which 
would be readily apparent to the consumer upon visual examination under ordi 
nary conditions of purchase and use. 

In other words, we said to the Treasury that, in amending the regu 
lations to permit a four-fifths pint to be used by American distillers, 
we advocated the additional requirement that there be placed on the 
face of the package this plain and conspicuous statement to which I 
have referred. 

Now, I feel obliged to rehearse that bit of history only because of the 
inference that I think was unfortunately left and was repeated in the 
press that we suggested to Mr. Van Winkle that he put a four-fifths 
pint on the market in such a way as to defraud the consumer. Of 
course, I will not say anything about whether or not there was a 
monopoly that Schenley had at that time of containers of that size. 
Material on that subject isin preparation. I do not want to burden the 
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record with too much irrelevant matter, but if the committee would 
like that put into the record I can assure the committee that it is 
available. 

Finally, I should like to say that there was a difference of opirion 
in the American industry on that subject. There were little distillers 
and big distillers on both sides of that question. I do not want to leave 
any impression with the committee that this was something which was 
universally sought by American distillers, but I do hope to leave with 
the committee and on the record the fact that this was not advocated 
as some secret fraudulent device intended to persuade Mr. Van Winkle 
to defraud the consumer. 

Finally, Mr. Van Winkle stated on the record that Chess & Wymond, 
or Louisville Cooperage Co., had never delivered any barrels to him 
in that period. Since the period he was referring to has not been 
lefined, I should like with the permission of the chairman to make a 
statement of the number of barrels sold either by Chess & Wymond or 
Louisville Cooperage, or both, in the years from 1945 through 1952. 
The total number of barrels, Mr. Chairman, is 92,528 barrels: 4,508 in 
1945: 12.057 in 1946; 10,734 in 1947; 5,000 in 1948; 8.255 in 1949: 
12,500 in 1950 ; 28,000 in 1951; 11,474 so far, this year. 

Therefore, I think the record should be corrected in that respect, 
and I give these figures as the correct figures. 

If there are no questions on that, I should like to cover one other 
point about Lebanon, Ky. 

Mr. Coturer. What does that relate to? 

Mr. Heyrmsrep. It relates to a statement by Mr. Van Winkle that 
neither Chess & Wymond or Louisville Cooperage delivered cooperage 
to him. The next thing is a very brief statement on the situation in 
Lebanon, Ky. 

Mr. Coutrer. Let us get this insurance matter cleared up and we 
will bring you back. Mr. Mitchell has some questions on other matters 
that he would like to talk to you about. 

Mr. Curetr. Whom do-we have, gentlemen ? 

Mr. Couuier. Mr. Dunn. 

Mr. Cuetr. Mr. Dunn, would you come around, please ? 

Mr. Dunn, do you solemnly swear that the statements you are about 
to make on this occasion will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Dunn. I do. 


TESTIMONY OF ROSWELL C. DUNN, INSURANCE BROKER, 
ALEXANDER & ALEXANDER, INC., NEW YORK, N. Y. 


Mr. Couirer. Mr. Dunn, will you give your name to the committee ? 

Mr. Dunn. Roswell C. Dunn. 

Mr. Coiurer. You are with the firm of Alexander & Alexander, Inc. ? 

Mr. Dunn. That is right. 

Mr. Couuier. Insurance brokers in New York City? 

Mr. Dunn. That is right. 

Mr. Couirer. You have previously handled, I believe you told me 
in an advisory capacity, an account for Mr. Van Winkle, of the Stitzel- 
Weller Co. in Kentucky ? 

Mr. Dunn. That is right. 
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Mr. Couuier. Let us start at the first of this so we will keep the facts 
straight. 

What was the first instance that you heard of, of Mr. Van Winkle’s 
yroblem in that matter ? 

Mr. Dunn. I met Mr. McClure. 

Mr. Couurer. Mr. King McClure? 

Mr. Dunn. That is right. He advised me they were having diffi 
culty placing sufficient insurance on their stocks of whisky. 

Mr. COLLIER. W here was this and when ? 

Mr. Dunn. Sea Island, Ga. 

Mr. Couturier. When was that ? 

Mr. Dunn. The fall of 1946, as I remember. 

Mr. Couirer. He related to you the problem ? 

Mr. Dunn. He said, “You are in the insurance business. Could 
you help us oul 

I said, “We will do the best we ean.” I was on vacation but I said. 
“T will go back to the office and talk to our technicians and see what 
we can do for you.” 

We got back there and said “Yes; we think we can help you.” 

We then approached all the markets, both national and interna 
t1ol al, to get some id | tional coverage for Stitzel Weller. They wert 
undereovered at the time he approached me and they were for some 
time. 

Mr. Couurer. The y were undercovered in insurance? J hey did not 
have enough insurance on that property ? 

Mr. Dunn. That is right. 

Mr. Cuetr. How much were they undercovered; do you recall ? 

Mr. Dunn. I do not recall the exact figure; but, as I recall it, 


the office told me—I have not vot the filoures here—that they wert 
probably somewhere under $1,000,000 or more. 

Mr. Cuetr. Undercovered ? 

Mr. DUNN. Undercovered. 

Mr. Cuetr. That is with relation to the actual worth of the whisky 


that they had in the warehouses at that time ? 


Mr. Dunn. That is right, sir. 

Mr. Cuetr. Go ahead. 

Mr. Couirer. What did you do then ? 

Mr. Dunn. We then talked to our fire underwriters and ap 
proached all the markets we knew. 

Mr. Courier. You approached more than one company ¢ 

Mr. Dunn. We approached hundreds I would say, almost. 

Mr. Courier. Not only in the United States but out of the country ? 

Mr. Dunn. We tried the London market. We even tried some 
of the foreign markets in addition to London. In other words, there 
are some French companies, Swiss and what not. 

Mr. Cotuier. You tried every way to get the insurance? 

Mr. Dunn. We tried every way we could. We could not get all 
they wanted. We got a considerable amount, but we were still look 
ing for additional amounts of coverage. 

Mr. Coturer. When did vou first discover that the $500,000 floater 
policy, as it has been described, was the reason ? 

Mr. Dunn. It was not the entire reason. I want to make that 
point. Several of our fire underwriters were going down to Shively, 
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Ky., to make a report as to how much coverage we had been able 
to obtain for them. We had an appointment with Mr. Van Winkle 
and Mr. McClure on the 7th and 8th of April 1947. We were mak- 
ng a particular effort to get as much as we could so when we went 
down there we could show them what we bad. 

One of our placers—a “placer” is one of the younger men in the 
office in the fire department who goes up and down the street—the 
street is where the insurance companies are—to try to place the 
business. 

He came back and said, “I have been trying to get some addi- 
tional business”—I might add I was using a blacksnake whip on 
these fellows to get as much as they could—and he said, “We have 
found one company who state the *y are unable to take any additional 
capacity.” We thought, this company being a fairly large com- 
pany—that is what the placer reported back—that they should take 
ome, but they said, “We are very sorry but we have a stock-floater 
policy on Schenley”; and he came back and said, “That is the reason 
each one of these placers comes back with a report.” 

And he gave the names of the companies he had seen and the reasons 
they would take it or not take it. In this case he came back and said 
they would not take it because they had a floater policy outstanding 
and they did not want any more risk at this time. 

In fact, all the fire insurance was very diflicult to place at this 
particular time, 1946. 

Mr. Cottrer. What was the reason for that ? 

Mr. Dunn. I think the reason was threefold. The values of all 
ommodities had gone up materially. That was probably the pri- 
mary reason. 

A second factor was that the stock market, as I understand it. had 
gone off slightly, which reduced the total assets of the insurance 
ompany. 

The third reason was that there had been a material increase in 
losses. Iam re ferring to general losses, and the insurance ¢ ceapAn les 
in only write in accordance with their capital and assets. Other- 
wise, they would go bust. They have to be relatively conservative to 
protect their policyholders. 

Mr. Kearine. Are we talking about fire insurance ? 

Mr. Dunn. Fire insurance. 

Mr. Corurer. The floater policy is that your tel m ? 

Mr. Dunn. “Stock floater.” It is known as a 
oater policy. 

Mr. Cottier. That means they pay a premium only where they re- 
port they have property of value? 

Mr. Dunn. That is right. 

Mr. Couuier. It is known in the trade as the reporter floating policy, 
as opposed to a specific insurance policy. 

Mr. Dunn. That is correct. 

Mr. Couturier. You then did what? 

Mr. Dunn. We then reported to Van Winkle immediately. 

Mr. Cotirer. Did you report that by phone? 

Mr. Dunn. No; two men were down there. The files do not show 
whether it was the 7th or 8th of April. This is5 years ago. 
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Mr. Van Winkle said he would write to Schenley and clear the 
matter up. 

We have no copy of what he wrote to Schenley, but we did hear 
shortly thereafter that there was a misunderstanding. 

Mr. Coxtter. So, you informed him, then, on the 7th or 8th—this 
letter that was previously introduced by Mr. Heymsfeld, a letter to 
Mr. Jacobi from Mr. Van Winkle, dated April 8? 

Mr. Dunn. I have never seen that letter, but I assume that is the 
result of our conference. 

Mr. Conuier. He advised at that time of the facts that you had 
determined and asked, as any gentleman in business would do, in a 
very friendly letter, if he would do something about it. What hap 
pened after that ? 

Mr. Dunn. We got a letter from Mr. Van Winkle giving us Mr. 
Jacobi’s answer. 

Mr. Couurer. Do you have that letter ? 

Mr. Dunn. I have that letter right here. 

Mr. Cottier. Will you read that? 

Mr. Dunn. This is to Mr. Van Winkle, dated April 10. | Reading: 


Dear JULIAN. I have your letter of April 8. Apparently you have been misil 
formed on the subject. In order to be helpful I have had the manager of our i! 
surance department telephone to Alexander & Alexander concerning same. He 
spoke to Mr. Howr, who states he checked with our insurance agency some time 
ago and learned we were holding no coverage on your warehouse. If you will 
now communicate with Mr. Howr, I am sure he will advise you that you have 
been given the wrong information. 

With personal regards, I am, 

Sincerely, 
Lester EB. Jacost. 

Mr. Coutirer. That letter was dated April 10, 1947, and it referred to 
a Mr. Howr. 

Mr. Dunn. Who was a placer in our office. 

Mr. Courier. He says: 

I have had the manager of our insurance department telephone Alexander & 
Alexander concerning same. 

Who telephoned ? 

Mr. Dunn. It is my understanding that was Mr. Rose. 

Mr. Cotuirr. So, then, it was normal that further negotiations be 
tween your brokerage house and the Schenley Co. would be through 
Mr. Rose? He was the man who contacted you ? 

Mr. Dunn. Yes. That was at the suggestion of Mr. Jacobi. 

Mr. Contirer. What did Mr. Rose say when he contacted you, or 
what happened thereafter ? 

Mr. Dunn. I wrote Mr. Van Winkle under date of the 21st. 

Mr. Cotter. This is a letter from you to Mr. Van Winkle? 

Mr. Dunn. That is right. [Reading:] 

I received your letter of April 16—— 

Mr. Coiurer. What is the date of that ? 

Mr. Dunn. April 21. 

Mr. Cotxter. Thank you. 

Mr. Dunn (continues reading) : 

I received your letter of April 16 enclosing copy of letter received from Mr. 


Lester Jacobi, dated April 10. In Mr. Jacobi’s letter he states that the insurance 
manager of Schenley spoke to Mr. Howr of your office and confirmed the fact 
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that Schenley held no insurance on your warehouse. In addition, he stated the 
Schenley insurance manager must have misunderstood him because he was not 
in a position to confirm or deny this fact because all facts and figures in con 
nection with the same were with Messrs. Bolden and Honoman—two men in our 
office—who were in Louisville at the time of the call. 

They received a copy of Mr. Jacobi’s letter and immediately called Mr. A. W 
Rose, insurance manager of Schenley, in order that this matter could be clari 
tied. Mr. Rose advised Mr. Honoman of this office that Schenley had a stock 
floater with a $500,000 limit at any one location wherever stocks may be stored. 

The figure actually is $500,000, and not $80,000 as we originally thought. We 
told Mr. Van Winkle we thought it was $80,000. 

We asked Mr. Rose if he would be kind enough to release the $500,000 limit 
as far as the Stitzel-Weller Distillery is concerned by excluding their warehouse 
specifically under the policy. Mr. Rose stated he could not do this because it 
would set a precedent of excluding any location under his contract. 

We asked Mr. Rose if he would be kind enough to clear up the erroneous 

ipression that Mr. Jacobi’s letter — created and he advised he would bring 
Mr Jacobi up to date r and when he happened to see him. 

The writer plans to discuss this mi ate with you in person on May 2. 

Mr. Conurer. That means Mr. Rose refused to lift the coverage? 

Mr. Dunn. There was an understanding that it was a floater and 
not specific insurance, and this date of April 21 was when they were 
spec ific rally asked to exclude the Stitzel-Weller location. 

Mr. Counter. What are the facts behind that letter? Did you go 
over there yourself, or did someone in your company ? 

Mr. Dunn. We advised Mr. Van Winkle of that in a communica 
tion and apparently he forwarded our letter to Mr. Jacobi. 

This is a letter we received from Mr. Van Winkle which he address- 
ed to Mr. Jacobi, dated April 23: 

I am enclosing herewith a letter I received today from Mr. R. C. Dunn 

Mr. Couturier. That letter has already been introduced in evidence. 

Now your letter was a result of your going over to see Mr. Rose? 

Mr. Dunn. Our Mr. aa called him on the 21st of April. Then 
Mr. Van Winkle forwarded us a letter dated April 29, which I also 
think has been read. 

Mr. Coturer. That is in the record. That is right. 

Mr. Dunn. Immediately upon receipt of that letter he asked us to 
please get in touch with Schenley so we proceeded to contact Mr. Rose. 

Mr. Coutrer. You contacted Rose yourself ! 

Mr. Dunn. I contacted Rose and Mr. Bolden of our fire department 
was with me at the time. 

Mr. Cotirer. Whom you knew to be the insurance manager or who 
so identified himself to you? 

Mr. Dunn. I assumed he was the insurance manager of Schenley. 

Mr. Cotiier. And you went to the insurance department ? 

Mr. Dunn. We went to the insurance department and we asked 
him again—we confirmed what our Mr. Honoman already had on ig 
phone. We asked him personally if he would release ali of this i 
surance. 

Mr. Couturier. When was this? 

Mr. Dunn. The exact date I do not know. It was the week prior 
to—it was referred to in the letter. Just a moment. 


Mr. Bolden of this office and the writer called on Mr. Rose last week. 


Now the date of the letter was M: ay 26, so it was a week prior to May 
Y6. 
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Mr. Coruier. A week prior to May 26. All right. What hap- 
pened ? 

Mr. Dunn. His answer was “no.” The same answer he gave 
Mr. Honoman. 

We then asked him if he would be kind enough to release a part of 
it, and his answer was no on the basis that it might set a precedent. 

Mr. Cotuier. What do you mean, “set a precedent”? Did he ex- 
plain that ? 

Mr. Dunn. Yes. He said, “There are no stocks. We admit that.” 

Mr. Couurer. He admitted there was no stock in the warehouse ? 

Mr. Dunn. Yes. We brought the letter to him from his president. 
We then said, “If you will not take all of it, we will take a part.” 

He said that would set a precedent. 

We said, “What do you mean by that ?” 

Ife said, “If we start excluding the location of Stitzel-Weller, and 
some other distiller would ask us, and so on, the first thing you know 
we would not have a blanket floater.” 

Mr. Coturer. So the answer was “no’’? 

Mr. Dunn. The answer was “no.” 

Mr. Coturer. What was your answer to that? 

Mr. Dunn. We were a little disappointed. I will put it mildly. 
We then proceeded to write Mr. McClure and report that to him in our 
letter of May 20. 

Mr. Couurer. That also was read into the record. 

Mr. Mrrcneryu. No, that one was not read. 

Mr. Coutirer. That was a letter from you to Van Winkle? 

Mr. Dunn. From me to Mr. McClure. 

Mr. Cottier. Perhaps you should read that. 

Mr. Mrrenevnt. Lam sorry. It has been read. 

Mr. Coturer. I thought it had. 

Now were there any facts after that, that are pertinent to this? 

Mr. Dunn. Well, frankly, the next thing that occurred was that 
we were very pleased to receive a copy of Mr. Jacobi’s letter to Mr. 
Van Winkle, releasing $300,000. 

Mr. Conurer. The date of that was what ? 

Mr. Dunn. June 11. 

Mr. Couxrer. His first letter was April 10. 

Mr. Dunn. The final coup de grace, I think, was June 20, when 


Mr. Jacobi writes to Mr. Van Winkle: 


Dear JULIAN: Referring to your letter of June 11, we have instructed our 

isurance brokers, Schiff, Terhune & Co., to endorse our floater policies to 
reduce to $200,000 the limit per location on your premises. 

rrusting this will meet your situation and with personal regards, I am 

sincerely yours, 

Then we were able to go ahead. 

Mr. Cotirer. You could go ahead and place your insurance and 
you closed your file. 
~ Mr. Dunn. That is all our file shows, and this file is known as the 
Schenley floater. 

Mr. Cotumr. That is all, Mr. Chairman. 

Mr. Cuetr There are no further questions. 

Thank you very much, Mr. Dunn. 

Mr. Dunn. You are very welcome. 
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Mr. Cuetr. Mr. Heymsfeld, did you have anything else to say? 

Mr. HeymMsre.p. I jus t wanted to make a short statement on the 
situation in Lebanon, Ky., if I may. 

Mr. Hickerson gave testimony before this committee that in 1943 
when Schenley acquired the John A. Wathan Co. there were 250 
or 300 people employed in the bottling house and distillery at Leb- 
anon, Ky. .. and Schenley reduced the emp loyment and had it not 
been for a small clothing factory that came into Lebanon it would 
have made Lebanon a ghost town. 

Mr. Chairman, we are very proud of our community relations in 
Lebanon. 

Mr. Keatinc. Lebanon is where our chairman comes from. I do 
not understand that that is any ghost town. 

Mr. Heyrmsrevp. That is right, sir. And I] mene not want the 
committee to think that except for a small clothing factory Lebanon 
would be a small town. 

1am afraid Mr. Hickerson is ‘n error. I believe he has teles oped 
several years’ time. 

Our information is that back in 1936, before we ever bought the 
John R. Wathen Co.. that company was busily engaged expanding 
its warehouse facilities. It employed quite a few people down there 
to do that work. When the warehouses were completed naturally 
that work came to an end. 

That, so far as our record shows, is the last time when there were 
as many as 250 or 300 people employed at that plant, and that date 
hap pened to be 5 years before Se henley bought the plant. 

Now in 1941 when we bought the plant, there were approximately 
SU people employed at that p lant. 

Mr. Hickerson was correct in his statement that in January 1942, 
we discontinued bottling operations at that plant. That discontinu- 
ance resulted in 2 lay -off of 27 female employees whom we reemployed 


ourselves, 15, either in other operations at Lebanon, or at the distillery 
in Louisville. 


Although we discontinued the bottling house, we increased certain 
other facilities at the plant; I might also say that we also made sub- 
stantial improvements at the plant which gave a certain amount of 
employment to local labor. The payroll at that plant which for the 
second half of 1941 was $42,649, was $121,379 in the first year after 
we had acquired the plant, and in the year ending August 31, 1950, it 
Was $275,393. 

Now unfortunately for reasons that previous witnesses have already 
testified to, things are not very good in the distilling industry at the 
moment and as a result since a year ago the employment at that plant 
has been reduced to about 30. 

I did want to make clear, though, that it was not the fact that the 
reduction in employment from 250 was any responsibility of Schenley. 


As a matter of fact, Schenley maintained the relatively small employ- 
ment which existed at that plant. 


I appreciate the opportunity of placing these facts in the record. 

Mr. Cuetr. | hope you did not gain the impression that what Mr. 
Hickerson meant was that the dis tillery was completely shut down. 

Mr. Heymsretp. But he said we reduced from the 250 to 300 em- 


ployment figure, and actually we never employed that many people. 
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Mr. Cuerr. I have a copy—your man called this to my attention 
and I have checked the record of Mr. Hickerson’s testimony and I have 
it here before me. 

It was June 24, 1952, pages 955 and 956. For the purpose of com 
plete clarification of the rec cord I believe I will read that at this point. 

Mr. MircHe.i. Did you have any experience with another distillery in a nearby 
town? 

Mr. Hickerson. I had experience with several distilleries, because approxi 
mately 10 years prior to 1944 I was the storekeeper, gager, and inspector for 
the Alcohol Tax Unit. 

Mr. MircHELL. Are you able to tell the committee about any similar purposes 
and disuse of a distillery? 

Mr. Hickerson. At Lebanon, Ky., Schenley purchased what was then known 
as the John A. Wathen plant. 

Mr. MircHeL. Tell the committee about it. 

Mr. Hickerson. That distillery sale took place in either 1942 or 1943, I 
expect——_ 

Which indicated to me, and I am sure the committee, that he was 
doing the best he could, from memory. I mean he did not attempt to 
pin point it— 
it had been owned by a private corporation. What I mean, a closed corporation. 
And the Schenley Distilling Co. purchased that plant. Two bottling houses have 
been operating there. I expect that at the time the John A. Wathen plant em 
ployed around from 250 to 300 people in the bottling houses and the distillery 
and the warehouses and so forth. 

In other words, as I gather it, he took the impression that there 
were 250 to 300 people in the whole thing, in the distillery and the 
bottling plants and everything else. 

And then he concludes by saying: 

Both bottling houses were dismantled. 


And that was the completion of his testimony. So I think in all 
fairness we ought to give a recapitulation here so there can be no 
misunderstanding. 

That was my memory and certainly I want to be sure about it, and 
as I say, I went to the trouble to get the record straight because Mr. 
Knebelkamp called me. And I can say this to you that you have a 
very fine man in Mr. Knebelkamp. He is well-respected and well- 
liked in that entire community. 

Mr. Heyrmsrevp. I wanted to make clear there were only 82 em- 
pies ees more or less in the whole kaboodle when we acquired the com- 

any, and not 250 or 300. We had to make a quick research because we 
wed that Mr. Hickerson would not be wrong about the number in 
a town like Lebanon, but was probably wrong on the date, which we 
found was back in 1936 or 1937 when this number of employees were 
employed there. 

Mr. Cuetr. Having known Mr. Hickerson for a long, long time I 
feel reasonably sure he would not state anything that was incorrect 
intentionally. As I say, he was speaking from memory. 

Mr. Heymsretp. I only made a point of it, sir, because this very 
fine newspaper, the Courier-Journal in Louisville did report the inci- 
dent and that was the only reason why I have taken the liberty of cor- 
recting the facts before the committee. 

Mr. Mrrenew.. I have a few questions, Mr. Heymsfeld. 

Are you familiar with the litigation between the Fairfield Dis- 
tributing Co. in Louisville, Ky., and Schenley industries? 
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Mr. Hermsrevp. Yes; I an. 

Mr. Mrrcne ti. That was supervised under your direction ? 

Mr. HeyMsre.p. The immediate responsibility was with a firm of 
Nichols, Wood, Marx & Ginter and with Mr. Washer in Louisville, 
and it was conducted under my supervision. 

Mr. Mrrcne tt. That was an action brought in the United States 
district court at Louisville / 

Mr. Heymsrevp. That is right, sir. 

Mr. Mircue.y. And has since been disposed of ¢ 

Mr. Heymsretp. That is right. 

Mr. Mrreneti. This Fairfield Distributing Co. was once a dis- 
tributor in Kentucky for Schenley products, or some of them? 

Mr. Heymsrevp. That is right. 

Mr. Mrrcue.i. Was it the only distributor in Kentucky ? 

Mr. HeyMsrevp. No, sir. 

Mr. Mircneti. There are many of them? 

Mr. HeyMsFELbD. Yes, sir. 

Mr. Mircueti. What, in brief, was that issue and how was it dis- 
posed of? 

Mr. Hermsrevp. The issue was this: Sometime toward the end of 
1949—IL will supply the exact date for the reeord—— 

Mr. Mircuety. It was in 1949? 

Mr. Heymsrevp. Yes. The Fairfield Distributing Co. gave up the 
line which it was handling and brought a suit against Schenley which 
was, I would say, a breach of contract suit, dressed up as an antitrust 
litigation with a claim for treble damages. The fundamental claim 
was that we had breached certain commitments to the Fairfield Dis- 
tributing Co. I do not want to bore you with the pleadings but the 
p sleadings are available and I think any competent attorney could see 
just how the pleading was developed. 

Mr. Mircnett. When the suit was finally settled, the antitrust por- 
tions of the complaints were specifically withdrawn, were they not ? 

Mr. Heymsrexp. I believe this was the fact because we took the posi- 
tion that we would not, particularly after an examination before trial 
that we had of the plaintiff, agree to any settlement of the controversy 
which admitted, even by the implication of a settlement to avoid 
expenses of litigation, that we had been guilty of any violations of the 
antitrust law and if the plaintiff and attorney cared to litigate that 
issue We were prepared to litigate it out. 

Mr. Mirceneii. You disposed of it by a payment of a sum of money. 

Mr. Hrymsrevp. We paid $20,000 for settlement of the suit. The 
amount claimed was $150,000 trebled or $450,000. 

Mr. Mrrcnety. You say this Fairfield Co. gave up your line? Was 
there not an issue there whether it was contract or antitrust, that the 
line had been taken from them ? 

Mr. Heyrmsreip. No, I do not believe that issue was in the case and 
my recollection is that Mr. Lewis in his examination before trial ad- 
mitted that he had, I think he used the word “resigned,” his distribu- 
torship. 

Mr. Mritcue.tyt. Was there not a question of whether the lines that 
had been carried by Fairfield were given to another company called 
“State”? 

Mr. Heymsretp. I do not believe that is an exact statement, 
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Mr. MircuHety (reading) : 

The State Distributing Co. and Kentucky Corp. which was controlled by 
Columbia Distributing Co, in South Carolina, 

Is that right? 

Mr. Heymsreip. There was the allegation in the bill of complaint 
Mr. Mitchell—— 

Mr. Mircne i. There is a lot of testimony about who controlled 
Columbia and State, in ro deposition ¢ 

Mr. Heymsrevp. Yes, but just to explain my answer, if I may, sir; 
in the examination before trial of the plaintiff, Mr. Lewis, he ad 
mitted that none of the lines of which he was distributor had bee: 
given to any other company until after he had “resigned” the line 

So whatever statement was made in the bill of complaint, it was 
proven by the admission of the plaintiff himself in an examinatio 
before trial under oath to have been a misstatement. 

Mr. Mirenei.. But there was other testimony. 

Mr. Hrymsreip. There was no trial. There was an examinatio! 
of the plaintiff before trial. 

Mr. Mrrenens. And in that examination was there not testimony 
concerning an issue as to who owned the State Distributing Co. ? 

Mr. Heymsrevp. That issue was raised collaterally by the plead- 
ings; that is correct. 

Mr. Mirenenn. In fact, who did own the State Distributing Co 
and the Columbia Distributing Co. ¢ 

Mr. Heyrmsrrevp. Mr. Lewis claimed, as I understand it, that the 
Columbia Distributing Co., in which Mr. Leban associated wit 
Schenley had an interest, owned an interest in the State Distribut 
ing Co. 

Actually as that whole situation worked out, the Columbia Dis 
tributing Co., never wound up with any interest in the State Dis 
tributing Co. 

I hesitate to give testimony to it because I do not know these things 
either from my own knowledge or from investigation I have made 

Mr. Mrrenen.. The-real purpose of the inquiry is to determine 
whether there are any distributing companies, beginning with State 
Distributing Co. and Columbia, that are owned by executives of 
Schenley’s. 

Mr. Heymsrevp. There are none that are owned by executives of 
Schenley at this time. 

There was only one period in the company’s history in which there 
were any distributing companies owned by any executives of Schenle) 
and if you like I will state what the circumstances were. 

Mr. Mrrenens. I wish you would. 

Mr. Heymsreip. Mr. Leban, who was associated with our company, 
resigned from the company during the 1940’s and went into whole 
sale distributing. 

At a later time, we invited him to come back to our company. 
There was a short period of time—a period of, I might say, a trial 
plan during which he was deciding whether he wanted personally to 
stay with our company and we were deciding whether we wanted him, 
personally, with us—that he maintained his interest in those wholesale 
houses with the consent of the board of directors of the company in 
order that we could see how the thing was working out and in orde1 
that he would not, in a sense, burn his bridges behind him. 
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Mr. Mircneti. How long was this short time ? 

Mr. Hreymsretp. That lasted a relatively short time. I think 
was less than 2 years but the exact dates are certainly available and as 
of a certain date, Mr. Leban sold all of his interests in any outside com 
panies. In fact, that was a condition of agreement that was made 
with him at that time. 

Mr. Mircnent.. Was he, duri Ing that pel riod of 2 years that he was 
with you, in an important position in Schenley Industries ? 

Mr. Heymsrevp. He was in a very important position in our com 
pany and it was understood that he would not give over a minor 
amount of his time to these other interests, just simply maintain them 
as investments and as I say that was done with the knowledge and 
approval of our company as a means of determining whether this 
could be a permanent arrangement. 

Mr. Mrrcweti. During that period of time, 2 years, was he president 
of Schenley Industries ? 

Mr. Heymsrevp. No sir, he was never president of Schenley Indus 
tries. 

Mr. Mrrceneny. He is Pp! esident of some company 4 

Mr. Hrymsreip. He was president of Schenley Distillers, In 

nd there was a time when he became president of Schenley Distribu 
tors, Ine. 

Mr. Mrrcenet.. That was not during this 2 year period 4 

Mr. Heymsrevp. For a short time during that 2 year period. My 
memory is, and I would like the opportunity of correcting it on the 
record, that that was not over a period of a few months and after it 

was already determined that as he could liquidate this interest in these 
wholesale houses that he would do so, and ultimate hy did. 

Mr. Mrrenetn. During some part of the approximately 2-year p 
riod, this man, because of these unusual circumstances, was in an im 
portant position in Schenley Distillers and was also the owner of 
interest, whether it was controlled or not 

Mr. Heyrmsretp. That is right, sir, and that is a matter of record. 

Mr. Mrrenety. In the distributing companies in Kentucky and 
i 

Mr. Heyrmsrewp. No, sir; not in Kentucky. As I said before I would 
prefer not to give testimony on the Kentucky situation because I do 
not know the facts as of today, but the two cases I have in mind are a 
company in Georgia where Mr. Leban maintained residence, and 
another in South Carolina. 

The transaction Mr. Lewis referred to was one in which the South 
Carolina company was presumably buying an interest into the Ken- 
tucky company which, as I say, just never came about that way. 

Mr. Mircue.t. Now, does your company or any of the selling com- 
panies have contracts with distributors ? 

Mr. Heyrmsrexp. No, sir. 

Mr. Mrrenenn. Has it ever had? 

Mr. Heymsrevp. No, sir. That is the formal distributing business. 
They do not. 

Mr. Mrrenenn. Do you have any understanding with your distribu- 
tors as to whether or not they must deal in your products exclusively 

Mr. Hrymsrevp. No, sir; there is no such understanding. 
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Mr. Mrrcenewu. Or is there any provision or any understanding with 
your distributors that they may not take on a certain brand or type 
of product ? 

Mr. Heymsrevp. No, sir; and I would say that my general know!l- 
edge is that except for two companies in New York which are sub- 
sidiaries of Schenley’s all of our distributors handle other brands. 

Mr. Mireneiyi. Does your company own a financial interest in any 
of the distributors of your products ? 

Mr. Heymsreip, There are two which are wholly owned subsidiaries, 
and that, I think, is all of the interest that we own. 

Mr. Mrrcnetu. Where are those ? 

Mr. Heymsretp. Those are in New York. 

Mr. Mireneti. Who is your counsel who would have direct contact 
with antitrust matters if any should arise? 

Mr. Heymsrevp. The only counsel we have employed to handle any 
antitrust investigation of the industry was the firm of Nichols, Wood, 
Marx & Ginter of Cincinnati, who represented us in the 1942-43 in- 
vestigation, with the assistance of Mr. George Beneman, who was at 
that time our general Washington counsel, and with assistance from 
myself. 

Mr. Mrrenetyt. Beneman is the man who became ill ? 

Mr. Heymsrevp. That is correct. 

Mr. Mrrenenn. It was he you looked to in Washington for any in- 
quiry that need be made on the subject of antitrust ? 

Mr. Heyrmsrevp. Generally speaking; yes. The only time we em- 
ployed outside counsel in connection with an industry investigation 
was the employment of Nichols, Wood, Marx & Ginter in connection 
with the 1943-44 investigation, and they are our Cincinnati law firm. 

Mr. Mirene... Did you receive any report or advice from either of 
those firms or individuals as to any investigation of antitrust matters 
by the Department of Justice in 1948 or 1949? 

Mr. Heymsreip. I did not. 

Mr. Mirenei.. Do you know whether or not any advice was com 
municated to them on that subject ¢ 

Mr. Hermsrevp. So far as I know, I have never heard until recently 
when it was developed in the course of these hearings, if it should be 
the fact—and I don’t know whether it is or not—that there was any 
investigation of antitrust matters in 1948. 

I have searched the company’s files. I have found no record of any 
inquiry that was made. 

As I testified in executive session, in the early part of 1949 Mr. 
Branham paid a visit, I believe, to Mr. Edward Wheeler of the firm 
of Wheeler & Wheeler, and discussed with him some matters in the 
field of antitrust. 

Mr. Mrrenevi. Was that a Washington firm ? 

Mr. HeyMsrevp. Yes, sir; it was. 

Mr. Mrrenevi. Was that firm employed by you on some matters? 

Mr. Heymsrevp. That firm had been employed by us in a variety 
of matters, but the call that Mr. Branham made to Mr. Wheeler was 
made, as I was told by Mr. Wheeler—and this is therefore just hear- 
say—it was based on the fact that Mr. Branham heard of Mr. Edward 
Wheeler’s employment by Schenley and therefore came to discuss this 
matter with him. 
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Mr. Mrreneui. That was in 1949? 

Mr. Hermsrevp. That is right, sir. My recollection is, and I have 
confirmed it from Mr. Wheeler, that that was about January 1949, 
and at that time there was no statement made to Mr. Wheeler that 
any specific investigation was in progress. 

It was a conversation in which he discussed generally matters con- 
cerning Schenley and antitrust, but there was no indication what- 
soever that there was any investigation. 

Mr. Mircue.t. I would like to clear up this record, too, with respect 
to the 1944 grand jury investigation. There also was a Senate 
Judiciary Committee / 

Mr. Hermsrevp. The so-called Van Nuys committee, I believe. 

Mr. MircHey. In 1943 and 1944? It went along concurrently ? 

Mr. Heymsrevp. That is right. 

Mr. Mrrceneu. I think you said you learned of termination of that 
through a newspaper article, did you not? 

Mr. Hermsretp. My recollection is that sometime in 1944 or 1945 
we received information from Judge Marx that, as a result of conver- 
sation he had had with officials in the Department of Justice that that 
investigation was at an end and as a matter of fact I believe you were 
kind enough to call it to my attention in executive session that the 
grand jury under which the subpenas in that investigation had been 
issued, had actually been discharged. 

Now I actually read into the record of the executive session a news- 
paper clipping of a date, I believe, in June 1946, which quoted a high 
official of the Department of Justice as saying that the investigation 
was over and that no evidence of any collusive activity had been found. 

Mr. Mircnetyt. Do you have any knowledge of political contribu- 
tions made by any persons identified with your companies during the 
year 1948, other than that you gained in the course of these hearings ¢ 

Mr. Heymsreztp. I would say no to that, if I understand the inten- 
tion of your question. 

Mr. Mircne.t. I am asking for your personal knowledge. 

Mr. Hrymsrexp. I have no personal knowledge except I knew in 
a general way that the people identified with the company had their 
political friendships and made contributions but I did not know the 
details of those contributions and did not learn them until a short 
time ago. 

Mr. Mircue.t. That is all. 

Mr. Keatinc. I think the record should show that our colleagues, 
Messrs. Bryson and Rivers of South Carolina, are here and that they 
have a community of interest in this general problem and we are 
happy to have them here to assist us. 

Mr. Rivers. We are always interested in seeing that justice is done 
to all parties. 

Mr. Cuetr. Who is your next witness, Mr. Mitchell ? 

Mr. Mircnewy. Mr. Leban. 

Mr. Cuetr. Mr. Leban, do you solemnly swear that the statements 
you are about to make to this committee will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Leesan. I do. 
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TESTIMONY OF JOHN L. LEBAN, PRESIDENT, SCHENLEY 
DISTILLERS, INC., NEW YORK, N. Y. 


Mr. Mirenent. Will you state your name please, Mr. Leban ? 

Mr. Lesan. John L. Leban, president of Schenley Distillers, Inc., 
New York, N. Y. 

Mr. Mircnet.. Your position ¢ 

Mr. Lesan. President, Schenley Distillers Co. 

Mr. Mirenett, Your address, Mr. Leban ? 

Mr. Lean. 923 Fifth Avenue, New York, N. Y. 

Mr. Mrrene.... How long have you been president of that company ? 

Mr. Lepan. I believe about 24 years. 

Mr. Mrrene.t. Over what period have you worked for the com 
pany ¢ How many years? 

Mr. Lesan. I worked for the company from 1935 to 1943, I left i 
the middle of 1943 and was in the wholesale liquor business. .1 re 
turned to Schenley on October 15, 1947. 

Mr. Mrrenetn. And you have been there since? 

Mr. Lepan. Yes. 

Mr. Mircnet.. I wish to state to the committee that in certain testi 


mony Mr. Leban gave in executive session he was good enough t 
supplement that. His testimony in answer to some of these _ stion 
is not exactly that given in the executive session. We appreciate you 
cooperation in this. 

I would like to ask you, sir, about political contributions made to 
the Democratic or Republican Parties in 1948, to your knowledge, by 
persons identified with your company or the liquor industry. 

Let.us begin with yourown. You were active in encouraging peopl 
to make contributions, were you not? 

Mr. Lepan. Yes. 

Mr. Mrrenenn. You also made a contribution personally ? 

Mr. Lesnan. I made centributions in 1948 of $250 to a Democrat, 
and $1,000 to a committee for the Republicans. 

In 1949 I made a contribution of $1,000 to the Democratic com 
mittee, 

In 1950 I made contributions to the Democratic committee and to 
several State Democratic committees, amounting to $3,600, and $2,100 
to the various States but not to people running for Federal office. 

Mr. Mrrcneixi. Twenty-one hundred dollars to Democratic com 
mittees ¢ 

Mr. Lepan. Yes. The 1950 total was $5,700. The total for the ° 
years was $7,950. 

Mr. Mrrcne.it. On the Democratic side ? 

Mr. Lepan. No, all told. $6,950 for the Democrats and $1,000 foi 
the Republican committee. 

Mr. Mrrenecy. That $1,000 Republican contribution was in 1948? 

Mr. Lesan. Yes. 

Mr. Mirenein.. Was there not a contribution in 1950? 

Mr. Lesan. No. That is a correction I made when I telephoned 
you and wrote you a note. 

Mr. Mircneny. You stated, “I m: ade a personal contribution to Sen 
ator Taft’s preconvention campaign. 

In 1948, is that right ? 
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Mir. Lepan. Yes. 

Mr. Mrircnecy. “Preconvention campaign in 1948.” Is that the 
£1,000, then ? 

Mr. Lesan. That is right. 

Mr. Mircnet.. Senator Robert A. Taft? 

Mr. Lepan. Yes. 

Mr. Kratinea. I did not hear about that. What was that? 

Mr. Mrrcneti. That was the supplement to the testimony that Mr. 
Leban wrote us about. This is the letter. He called me on the phone 
as soon as he got back and then confirmed it by that letter 

Mr. Keartina. This is to Taft’s campaign for the Senate in 1948? 

Mr. Lesan. No, that was when Senator Taft was running in the 
primaries there. I was mistaken about 1950. It was 1948. When I 
went back and checked the account. 

Mr. Keatrne. That is the $1,000 which you spoke of as a Republican 
contribution ? 

Mr. Lepan. That is right. 

Mr. Keatinc. That was to the preconvention campaign of Senator 
Taft in 1948? 

Mr. Levan. That is right, to the Taft committee, the Citizens’ Com- 
mittee for Taft. 

Mr. Mircuety. In 1948 you were active in raising money, as I recall 
it. 

Have you been able to determine about what amount of money you 
were responsible for raising ? i 

Mr. Lepan. I raised in 1948 $7,500 for the Republican Senatorial 
Campaign Committee and then there was some additional money that 
I raised and I can’t recollect 

Mr. Mrrcenetx. You would not know the amount ? 

Mr. Levan. I wouldn’t know the amount. 

Mr. Mrrcneti. Was this New York State or ao 

Mr. Lesan. For the National Republican Par 

Mr. Mrrcnecy. Did that activity have some reliiti to the chair- 
man of your company ! ¢ 

Mr. Lenan. The chairman of my company, as I stated before, was 
. very good friend of Mr. — v's and in 1948 It: alked to a number of 
friends of mine throughout the country with whom we were 
business and I asked them = th ey were going ton leh ani cae? ution 
to the Repub lican Party or if _ »Y thoug! it they won ld like to ao so, 
that I thought it would pk tl ie chairman ve ry much—I wanted to 
do something to please “tgp on it and that is why that came about. 

Mr. Mircneii. You mean te chairman of your company ¢ 

Mr. Lenan. The chairman of my company ves. 

Mr. Mrrcnert. Was this money delive red to you and you in turn 
delivered it to somebody ¢ : . 

Mr. Lesan. It was delivered to me or mailed to me. 

Mr. Mircnect. And you delivered it to the chairman of your com- 
pany or to the chairman of the Republican Party ? 

Mr. Lepwan. I delivered the checks for $7,500 to Senator Kenneth 
Wherry, who at that time was on the senatorial campaign committee 
for the Republican Party. 

Mr. Mircnen.. That was 1948? 
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Mr. Lepan. That was 1948. The balance of the checks, I don’t re 
call just how those were mailed in to the Republican National 
Committee. 

Mr. Mrrcne rt. But there was some additional money, the amount 
of which you are unable to state ¢ 

Mr. Lesan. That is right. 

Mr. Mrrcenevy. In that year of 1948 did you not also encourage in 
your own behalf, as a personal venture, the contribution of money to 
the Democratic Party ? 

Mr. Levan. That is right. 

Mr. Mrrenevi. And about how successful were you? 

Mr. Lesan. Anywhere between $3,500 and $4,500. Those checks 
were sent to the Democratic National Committee. 

Mr. Mircuens.. Were any of those delivered in person to anybody / 

Mr. Lesan. I delivered those in person to the chairman of the 
Democratic National Committee. 

Mr. Mirceneui. In 19484 

Mr. Lepan. In 1948. 

Mr. Mirenevi. And who was the chairman at that time? 

Mr. Lesan. The chairman of the committee at that time was Mr. 
Howard MeGrath. 

Mr. Mircnett. And Mr. MeGrath was a Senator and chairman of 
the party ¢ 

Mr. Lesan. That is correct. 

Mr. Mrrcenect. He had no connection with the Department of 
Justice ? 

Mr. Lenan. None whatsoever. 

Mr. Mrrcnevy. In 1949 you were active also, were you not, sir? 

Mr. Lepan. Yes. 

Mr. Mrrcene i. Will you tell the committee about that? 

Mr. Lepan. In 1949 I raised an amount which I believe would be 
somewhere between $20,000 and $25,000. 

Mr. Mrrcenewp. For which side / 

Mr. Lesan. For the Democratic National Committee. 

Mr. Mrreneun. $20,000 and $25,000 2 

Mr. Lesan. The total amount, 1949 and 1948, for the Democratic 
National Committee would be somewhere bet ween $25,000 and $30,000. 

Mr. Mrrcnetu. For 1948 and 1949? 

Mr. Levan. For 1948 and 1949. In other words, I believe the $3,500 
or $4,500 in 1948—if you stay between $25,000 and.$30,000, the figure 
would be somewhere within that range. 

Mr. Mircneit. Are the two amounts associated in your mind be- 
cause there was a deficit and some of these contributions were con- 
tributed to help cover it ¢ 

Mr. Lepan. No, sir. The only thing that is in my mind is that I 
remember something about a figure of $26,000 all told, but what I 
cannot recall is whether the $26,000 is just for 1949 alone or whether 
that would include the thirty-five or forty-five hundred so I think the 
best thing I could say is that the amount is something between $25,000 
and $30,000 for the 1948-49 period inclusive. 

Mr. Mircuett. Now going to 1949 again with respect to the 
Republicans ? 

Mr. Lenan. I do not remember making any contribution in 1949 or 
raising any money in 1949. 
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Mr. Mircuety. Now 1950. Do you recall that? 

Mr. Lepan. Yes, in 1950 I raised somewhere between $16,000 and 
$18,000 for the Democratic National Committee, or for the Democratic 
Senatorial Committee, and I also remember raising several thousand 
dollars for the Republicans. 

Mr. Keatine. How much? 

Mr. Lepan. Several thousand dollars. It would be in my judgment, 
something between $8,000 and $10,000. 

Mr. Keartne. That you raised for the Republicans? 

Mr. Lepan. Yes; I telephoned after I left here, I telephoned Mr. 
Mitchell and told him I recollected that. 

Mr. Keatine. You did not recollect that when you testified before 

Mr. Lesan. No; I did not, Mr. Keating. I called the very next day. 

Mr. Mrreneiyt. Was that 1950 we were talking about? 

Mr. Lepan. That is 1950; yes. 

Mr. Mrrenety. That disposes of both sides, then, in 1950? 

Mr. Lesan. That is right. 

Mr. Mrrcneui. Those are all the questions that I have, Mr. Chair- 
man. 

Mr. Cuetr. Mr. Keating. 

Mr. Keatina. I would just like to do a little recapitulating. These 
figures are a little confusing because I was not aware of the informa- 
tion given to our counsel after your testimony in executive session. 

In the.year 1948 your own political contributions amounted to, for 
the Democrats, $6,950 ? 

Mr. Lepan. For 1948? 

Mr. Kerarine. Yes. 

Mr. Lenan. No; for 1948, 1949, and 1950. For the three complete 
years my contributions to the Democratic National Committee, Demo- 
cratic Senatorial Committee, and as to people running within the 
States, the total amount for that was $6,950. 

Mr. Keating. Your contributions in the 3 years, individually ? 

Mr. Lesan. Those were my personal funds and my own money. It 
did not come from anywhere except myself. 

Mr. Keating. In 1948 you gave $250 to the Democrats and $1,000 
toa committee for the preconvention campaign of Senator Taft? 

Mr. Lepan. Yes. 

Mr. Keating. That $1,000 would be considered a Republican con- 
tribution ? 

Mr. Lesan. That contribution of mine was to a committee for the 
Senator. 

Mr. Keatinc. Do you have an acquaintance with Senator Taft ? 

Mr. Lepan. I had an acquaintance with Senator Taft and it was a 
personal situation involving my personal feelings. 

Mr. Keatine. You were not in the habit of contributing funds to 
Republicans as an individual ? 

Mr. Lepan. No. 

Mr. Keating. Then we have, considering that $1,000 as a Re- 
publican contribution, your’ individual contributions amounted to 
$6,950 to the Democrats and $1,000 to the Republicans. 

In 1948 and before the election you were also active in raising funds 
for both Republican and Democratic national senatorial campaigns 
and the figures which you gave us were $7,500 which was raised for a 
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Republican congressional campaign and between $3,500 and $4,500 
for the Democratic national campaign. 

Do you think it is fair if we split the difference and call that $4,000 
in order that we can keep the books a little straighter ? 

Mr. Lepan. Yes. 

Mr. Keratine. You will settle for that? 

Mr. Lesan. Sure. 

Mr. Kreatine. That was before the election of 1948. 

Now, the next year after the election you didn’t raise any money for 
the Republicans ¢ 

Mr. Levan. Not that I can remember. 

Mr. Krarine. But you did raise—was the figure about $25,000 for 
the Democrats ? 

Mr. Lepan. Yes. 

Mr. Keating. That was from friends of yours? 

Mr. Lesan. That is right. 

Mr. Kratina. Associates of yours in Schenley ? 

Mr. Lenan. In 1948 or 1949, I don’t recall any of my associates 
who made contributions to the Democratic Party. There may have 
been some who made contributions on their own. 

Mr. Keattne. This $25,000 was raised by you from sources other 
than executives and officials and those connected with Schenley’s? 

Mr. Lesan. The principal amount of the money was raised among 
people on the ota. There may have been some checks from some 
people in the company in very small amounts. 

Mr. Keating. You don’t have a record of that? 

Mr. Lesan. I do not have a record of that. 

Mr. Kratina. In that $25,000, would there be funds from various 
distributors of your products? 

Mr. Lrnan. Oh, sure. 

Mr. Keatrnc. Most of that was raised from your own distributors? 

Mr. Lenan. That is right. 

Mr. Krearine. And in 1950 you gave a figure of $16,000 to $18,000, 
which you raised for the Democrats ? 

Mr. Levan. That is right. 

Mr. Keatrne. Would you be willing to say 17, as a fair figure? 

Mr. Lenan. I think it would be safe to say that. 

Mr. Keatine. Now this $8,000 to $10,000 that you raised for the 
Republicans in 1950 is something that you did not testify about in 
executive session ¢ 

Mr. Lepan, That is correct. 

Mr. Keatine. Did you forget it at the time? 

Mr. Lesan. I completely forgot it. I did not remember it until the 
next day. I began thinking about everything, of course, that we had 
been talking about here, and then I remembered that I had done some 
work on that, and I immediately telephoned general counsel of this 
committee and I also wrote him a letter on that. 

Mr. Mrrenentn. And the figures that you gave in that were $8,000 
to $10,000 2 . 

Mr. Lesan. My memory, as I remember, is that. 

Mr. Krattna. That came from distributors ? 

Mr. Levan. Primarily from people on the outside, yes. 
Mr. Keatine. Distributors of your products? 
Mr. Lepan. Yes. 
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Mr. Keatine. And the same with the $17,000 for the Democrats? 

Mr. Lesan. That is right. 

Mr. Keatine. For the sake of arithmetic, speaking in round figures, 
the total Democratic contributions that you have testified to, as I have 
figured them, amount to $52,950 for the Democrats and $17,500 for the 
Republicans. 

Am I correct in those figures, or have I made any error é 

Mr. Lepan. I think you are correct on the figures but, as I stated 
earlier, there were additional amounts that were raised in 1948 for the 
Republicans, a figure which I do not remember. 

Mr. Keatine. In 19487 

Mr. Lepan. Yes. 

Mr. Keatine. You stated those ? 

Mr. Lepan. I stated those at this session and the earlier session, 
besides the $7,500. That I remembered because I met Senator Wherry 
and gave him the $7,500. However, the balance of it, I do not recall. 
That was just several thousand dollars. 

Mr. Keatinec. There were additional sums raised for the Democrats 
that you do not recall ? 

Mr. Levan. No; I think I gave you all the figures on the Democrats. 

Mr. Keatine. This $3,500 to $4,500 for the Democrats was a com 
plete figure ? 

Mr. Lepan. Yes. 

Mr. Keatine. But the $7,500 for the Republicans was not a complete 
figure ? 

Mr. Lepan. It was not a complete figure; that is right. 

Mr. K&atina. So the $7,500 was not complete because some of those 
distributors of yours sent the money in directly and it did not come 
from you; is that it? 

Mr. Lesan. No; the figures I mentioned to you were those given to 
me—were mailed in or given to me directly. I would have no way of 
know ing’ what contributions other people made. The only contribu- 
tions I would have some knowledge of would be those that were made 
at my request and those people who decided they wanted to make a con- 
tribution, to send it in to me. 

Mr. KEATING. Well. the $7,500 fivure is the o1 ly one that sticks 1 
your mind ? 

Mr. Lepan. That is correct; but there was a letter from the Repub- 
lican National Committee, and from the Republican Senatorial Com 
mittee, sent to each and every one of the people that I got a check fro 
and they were very nice letters. And when I sent the money in, | 
mace the request that such a letter should O to them. If you W ill look 
through the files of the Republican National Committee, they would 
have that because they mentioned my name, or else they might possibly 
have mentioned Mr. Rosenstiel’s name because when I spoke to Senator 
Wherry I told them that I had done this out of respect for Mr. Rosen 
stiel, and I do not recall what the letter stated, whether it stated hi 
name or mine; but I did see some of the letters and they did state in 
there that the check was received by the Republican Senatorial Com- 
mittee through Mr. Leban or out of respect to Mr. Rosenstiel. 

Mr. Krattna. Certainly the running score to date that we havé here 
in evidence elicited today shows $111,350 to the Democrats and $41,200 
to the Republicans. These little contributions you speak of would not 
be sufficient to make up that deficit, would it ? 
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Mr. Lesan. I do not follow you, Mr. Keating. 

Mr. Keatine. There was more than $7,500. given to you, collected 
by you, for the senatorial Republican campaign in 1948. It was not 
a sizable sum, was it ? 

Mr. Lesan. No. We could have done a better job. 

Mr. Keatine. That is all. 

Mr. Cuetr. Thank you very much. 

Mr. Rosenstiel, do you solemnly swear that the statements you are 
about to make on this occasion will be the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Mr. Rosenstiex. I do. 


TESTIMONY OF LEWIS ROSENSTIEL, PRESIDENT AND CHAIRMAN, 
SCHENLEY INDUSTRIES, INC., NEW YORK, N. Y. 


Mr. Mircneti. You have given your name to the reporter as Lewis 
Rosenstiel. 

Mr. Rosenstiev. That is right. 

Mr. Mircue.tn. Your address, sir? 

Mr. Rosenstrev. Greenwich, Conn. 

Mr. Mrrcenevi. You are president and chairman of Schenley In 
dustries, Inc. ¢ 

Mr. Rosenstiet. That is correct. 

Mr. Mrrenevt. Principal offices, where ? 

Mr. RosenstieL. Empire State Building, New York. 

Mr. Mrrcenett. When was the company organized ? 

Mr. Rosenstriev. 1933. This particular Schenley Industries. 

Mr. Mrrenentz. The Schenley Distilling Co., was the first. 

Mr. Rosenstiex. I think somewhere in either the summer or fall of 
1933 

Mr. Mircnet.. The first of the Schenley companies was organized 
in 1933 after repeal ¢ 

Mr. Rosensriet. No; before repeal, when the 28 States went wet. 

Mr. Mircnetn. Were you ready to go? 

Mr. Rosenstiet. We hoped to be. 

Mr. Mircuent.. Were you the organizer ? 

Mr. Rosensriet. I was one of the founders. 

Mr. Mircueuy. You have been the head or one of the principals ever 
since 4 

Mr. Rosenstiet. Yes. 

Mr. Mrrenevi. How much did you start with in the way of capital ? 

Mr. Rosensrie.. $7,650,000. Less than the small distillers who 
appear here. That was less than $5 million of our own, $2,990,000 
raised by Lehman Bros. It was a small company. 

Mr. Mrrenet. You said less than the small distillers who appeared 
here ? 

Mr. Rosenstiev. That is right. 

Mr. Mrrcne.t. How big are you now ? 

Mr. RosenstieL. Twenty years later—I do not like to trust my 
memory, but if we have a statement here I will be glad to put it in 
evidence. 

Mr. Mircue... Just a round figure. 

Mr. Rosenstre.. Shall I give vou the liabilities first, Mr. Mitchell? 
That is round, believe me. 
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Mr. Mircnevy. Capital and surplus will do. 

Mr. Rosenstiev. I would like to give it in my own way if I may, 

Mr. Mrrcne ti. You may. 

Mr. Rosenstiev. As of the August 31, 1951, date, a total of net quick 
assets, or current assets, $365 million plus—I will leave off the odd 
dollars if you do not mind—plus physical properties written down, 
at $66 million, or a total of $438 million, including miscellaneous 
investments, prepaid insurance, and so forth. Less the liabilities “X,” 
the liability for tax in the warehouse, about $2.4 billion. About 
1.500,000,000 to 1,800,000,000 drinks would have to come out of this 
high tax if we are looking for the customer. 

Mr. Kratina. Say that again. 

Mr. Rosenstiev. About 2 billion 4 is the tax that is due on the 
whisky in bond. I do not want to be called a prevaricator for a few 
hundred million, they do not count among friends; but I think that is 
about right. 

If we translate it, the amount of whisky in the warehouse under the 
8-year bonded period, we would probably get to an astronomical figure 
in terms of drinks. 

Mr. Keatinc. There are 2-ounce drinks ? 

Mr. Rosenstreu. No,sir. Nobody can afford a 2-ounce drink, sir. 

The total here, leaving that banter out, the current liabilities are 
around $57 million plus, “Mr. Mitchell, and the unsecured borrowings 
are about $150 million and the net assets are about $227 million plus. 

Does that answer your question, sir? 

Mr. Mircene wy. I would still like to know what is the capital and 
surplus. 

Mr. Rosenstie.. The capital and surplus, the common stock author- 
ized, which has not been issued, is about double what has been issued, 
about 4,500,000 shares less treasury stock of 158,024 shares, leaves 
approximately 4 million 3 something, 382, or something like that— 
362 probably, and the capital surplus was 6 million 453—that is not 
the original capital, there must be some surplusing requirement in 
there—and the earned surplus is 218 million plus dollars, or the total 
together of about 231 million, less cost of the shares in the treasury, 
or about $227,500,000 of total capital and surplus. 

Mr. Mircnet.. Some $231 million is the net worth of the company, 
per books, today as against the $6 million in the beginning; is that 
right ? 

Mr. Rosenstiet. That is correct, sii 

Mr. Mrircnetx. That is from a beginning, really of the industry 
too, isn’t it? 

Mr. RosenstieL. That is correct, sit 

Mr. Mircueti. And while you were smaller at the beginning than 
any of the small distillers who have testified here, you are now bigger 
than all the remaining independent distillers in America, are you not ? 

Mr. Rosenstrev. That is your statement and not mine, sir. 

Mr. Mrrcnety. I am asking you. 

Mr. Rosenstien. I could not tell you. I have never added it up. 

Mr. Mritcuety. I do not say it as a criticism. I think it is quite a 
remarkable accomplishment. 

Mr. Rosenstiet. You would not if you were in the business. 

Mr. Mitcnety. I possibly would not. 
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Do you engage in business other than whisky in Schenley ? 

Mr. Rosenstieu. Yes, sir. 

Mr. Mircneii. Will you tell the committee about it? 

Mr. Rosenstre,. We have a woodworking business. We make 
barrels. We are in the brewery business; we are in the antibiotic 
business, pharmaceuticals, besides penicillin, streptomycin, sulfate 
and dehydrate and a series of other products related to pharma 
ceuticals—they are pharmeceuticals, all ethical drugs, including the 
blood extender. 

Mr. Mircuect. Have you been in the pharmaceutical business for 
some time ? 

Mr. Rosenstiet. About 10 years. We have been in about 10 years 
on the penicilin, the antibiotics, and about 10 years on these others. 
Mr. Mrrcene.y, Is your business confined to the United States? 

Mr. Rosenstreu. No, sir, it is not. 

Mr. Mircneiy. Where else ? 

Mr. Rosenstiet. Which businesses are you speaking of, the antibioti 
business ? 

Mr. Mrrcenewy. I am talking about the Schenley business. 

Mr. Rosenstie.. Are you interested to know what happens there / 

Mr. Mircnenn. Just in general. 

Mr. Rosenstriet. We have a number of plants which we put up, 

mulated by point IV. One is in France, which is a very modern 

We have one just about three-quarters finished in Spain, 
‘one in Germany, one going up in Italy. We do not own these 
ir. It may interest the subcommittee to know that they are 
ysts of research, with brains all over the world. We gave them 

know-how and the key operation, as | say, stimulated by point LV. 

No money pas ed hands except the oul ol poe ket expenses 1D strict 
accounting, and they have been so far sucessful themselves and they 
have stimulated our research, both product oon and other developments 

Mr. Mirrcenets. Do you put up the money for the help? 

Mr. Rosenriet. We have advanced some sums for things they cor 
not buy, but we were within a short time reimbursed. 

| hen we also do busine 5 around the world W herever we can on all of 
our other products. 

Mr. Mir HELL. ‘J here has been some disecu sion of 2 seriol Ss chara 
ter somewhat beyond that on the subject of blends versus straight 
whi k Gs in the COUTrSse of these hearings. Does vour compa \ make 
lends or straight whiskies? ( 

Mr. Rosensriet. We make both. It is very interesting, if you de 
e me to tell the committee, with due regard to you, Mr. Chelf. 
Mr. Cueir. We value youl opinion, Mr. Rosenstiel. 

Mr. Rosenstriev. I just want to trace the history for you. Prima- 
ily, I was a straight-whisky man, the same as you. But the public i 
the judge. am not the judge of what the public takes and I do not 
hink any other individual i 

Mr. Cuetr. Millions of dollars you have in ads might v 
make up the public’s mind. 

Mr. Rosenstriex. I do not a anything fools the public for long, 
Mr. Chelf, good ads or bad ads, or good legislation or bad legislation. 
‘J hey catch up. 

Mr. Cue tr. You would admit that encourages it, would you not? 
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Mr. Rosenstteu. No; because it is not so in my book as a merchant. 
You might fool them once but you do not fool them the third time. 
They might fall the second but they clo not fall the third time. If 
they like it, they will buy it. If they do not, they will not. 

Mr. Curtr. Supposing they do not know about the so-called neutral 
spirits in this stuff. 

Mr. Rosenstiet. What is the difference what ‘you put in your stom- 
ach if you enjoy it and it is not going to kill you 4 

Mr. Cuetr. I think it is an appendix cauterizer, myself. 

Mr. Rosenstiev. That is your privilege, sir. My appendix is out so 
I cannot prove it. 

No, I think there are two types of drinkers, Mr. Chelf. There is 
a drinker like me who spas smodically takes a drink, wi I take the thing 
you do, good Nelson County Bourbon: but there are other people who 
do not like it and like this better. Our job is to service what you like 
and what this fellow over here likes, and we try to do that. 

Mr. Keatrna. Do you sell any soft drinks ¢ 

Mr. Rosenstie.. Well sir, this is a very nice question. We have 
h ad a soft drink lying on the she if for a 2ood many years for people 
who enjoy soft drinks, you being a consumer, but the price of sugar, 
plus the price of all the ingredients which went into it would not per- 
mit us to serve it to you for a nickel. We had to serve it for a dime 
and we did not think the fellow who would want it would pay it, so 
we did not go into it. 

Mr. Keratine. You never went into it ? 

Mr. RosENSTIEL. We did have one, yes, up ! in Milw: iukee, but as it 
got away from a nickel, we » did 1 not feel it een 1 work out so well and 
we would have to wait until the dime became the nickel a t is not 
quite there yet. 

Mr. Mircweuyi. Did you once lead a campaign against the blending 
of whisky ? 

Mr. Rosenstiet. Did I? 

Mr. Mircueu. Yes. 

Mr. Rosenstret. Not against the blending of whisky—the mark- 
ing of the blends I might have—I do not recall. 

Mr. Mircnett. You felt that the marking was an important factor 
about it, did you not? 

Mr. Rosenstrev. I just felt something like this, in restrospect, 
and I do feel that same way today, Mr. Mitchell. I feel the United 
States Government owes the stockholders of my company and the 
consumers the same treatment for goods that come into this coun- 
try as we give ourselves, and that we do not do. I still feel that 
if the United States Government gave us—we Americans—and | 
feel that the foreigners are entitled to their place in this country, 
but I feel they are entitled to it under the American rule—we have 
a plant in Canada and to explain to you exactly what is in my 
ir after 20 years, it still stays there. If the whiskey is made 
in Canada, Mr. Chelf—you are a whisky man, and a pretty good 
one, too—on the 30th day of December or the 3lst, it is, by the 
Canadian Government’s strip stamp, 1 year old, like a horse, on 
January 1—I see no complaint against that, none at all, if we have 
the same privilege. But it takes on the age—6 months prior, on 
the average, if you can work that formula, sir, and therefore the 
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American distiller has to have 6 months more investment in ware 
houses, in barrels that are going up against inflation, and that 6 
months is a terribly heavy strain on the camel’s back. 

Too, in the Canadian situation—and their whiskies are accept- 
able, sir—I am not knocking those whiskies, I am telling you they 
are terribly acceptable—they create a position for those people who 
want to serve what they think is the finest—they have no limit as 
far as I know on the storage of whisky in warehouses there. They 
can sell it to you, as I remember, 12 or more years old. They make 
their whiskies not cut so fine as 160 proof coming off the still, Mr. 
Chelf—and I feel I am talking to a distiller—they can take it 
out at 190 if they desire, and to you and me as old-time whisky men— 
~ are a young man but I am an old-timer—I am more or less like 

an Winkle when it comes to that—we make very good bourbon 
whicky in Kentucky, and it is all bourbon when we so brand it, and 
here we can put in as low as 4 percent in Canadian whiskies—mind 
you now, the public like it. I like it, too, and it makes a very good 
whisky. They do not have to brand that neutral spirits. 

Mr. Mrrcne y.. Four percent of what ? 

Mr. Rosenstie.. Whiskies, as we understand it, made in Kentucky, 
up to 10. Above 10, it would not be Canadian whisky to the taste. I 
consider Canadian whisky very good. 

Mr. Mrrenevit. What is the rest of it? 

Mr. Rosenstiet. It is of very high proof coming off the still. It 
is aged and it is flavorful, and the ‘American distiller gets the worst 
of it on three points but that has nothing to do with the Department 
of Justice, so let’s pass it. If you want the points, I will give them 
to you. 

Mr. Cueir. Go ahead, Mr. Mitchell. 

Mr. Mircueti. Going back to the Department of Justice, did you 
make any comment to anyone in 1948 or 1949 that there was not going 
to be an antitrust suit against the liquor industry ¢ 

Mr. Rosensriex. No, sir. 

Mr. Mrrenevy. Did you hear that made by anybody ¢ 

Mr. Rosensriet. From you. 

Mr. Mrrcne i. Anybody else ¢ 

Mr. Rosenstiev. Not to my best recollection. 

Mr. Mrrevent. You did not hear anything from me in 1948 or 1949, 
did you ¢ 

Mr. RosrenstieL. No. I have no recollection of hearing it from 
anybody. 

Mr. Mrrenetx. Did you make bulk sales of whisky in your com- 
pany ¢ 

Mr. RosrnstreL. Yes; we make bulk sales and purchases. 

Mr. Mrrene yt. Can you buy bulk, too? 

Mr. Rosenstriet. Yes, sometimes, according to conditions. 

Mr. Mircuett. When you are short of a particular whisky, you buy 
it from whoever has it ? 

Mr. RosenstireL. You buy on the market, sir; that is right. 

Mr. Mircueit. Have you bought bulk whisky in substantial amounts 
from any of the large people ? 

Mr. Rosenstiex. The transactions are isolated to a few. 

Mr. Mircuesyi. How large a one do you recollect ? 
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Mr. Rosenstien. I think we made a trade with Seagram. I do not 
recall details of it, and we made maybe—you are speaking of a long 
period of years, are you not ? 

Mr. Mrrcueny. Yes. 

Mr. Rosenstiet. I doubt whether we have made four of them that 
:mount to anything in the whole period. That is about all. 

Mr. Mrrcene i. What is the larger one in dollars ¢ 

Mr. RosenstieL. I am not going to guess at it. The market varies 
too much. 

Mr. Mirenecyt. How about barrels? Put it that way. 

Mr. Rosenstiev. I do not want to guess at it. If you want it, we will 
vet it for you. 

Mr. Mrrcneni. I only want it approximately for the largest. 

Mr. Rosenstiev. They were not anything in combination or any 
thing like that. Somebody was short and we were long and we were 
shopping and that was that. 

Mr. Mrrcneti. You needed some 4-year-old instead of 6-year-old, 
and so on? 

Mr. Rosenstiet. It may have been we just wanted to straighten out 
the lines of stock. 

Mr. Mrrceweiit. Have you sold any bulk whiskey to individuals or 
companies who purchased them for investment purposes / 

Mr. Rosrenstiet. I do not know. 

Mr. Mircue... As opposed to bottling and selling, do you know ? 

Mr. Rosenstie.. No. If we did, it would be but a minor thing. 

Mr. MIrcHetu. There are brokers who do that, but that is not your 
business. Is that right? 

Mr. Rosenstiext. That is right. There may be an isolated case. 

Mr. Mircnetn. With respect to the 1948 political campaign, did you 
make contributions to either of the major parties ? 

Mr. Rosensriev. Republican. 

Mr. Mircuetn. You are the gentleman referred to as one of the 
friends of the Honorable Thomas Dewey ? 

Mr. Rosenstiet. Yes. 

Mr. Mircuetn, Are you? 

Mr. Rosenstiev. Yes. 

Mr. Mircuety. And these contributions—he was the Republican 
candidate and it was to him these contributions were made? 

Mr. Rosenstieu. To him. 

Mr. Mircnueiy. To his committee ? 

Mr. Rosenstie.. It was the Republican National Committee, as far 

I remember. 

Mr. Mircuet.. How much were they ? 

Mr. Rosenstiet. I do not know. I asked you the last time you asked 
me the question about that. My best recollection is that they got from 
me either two or three, and the senatorial committee the reverse, 
making the total five. 

Mr. Mircue.y,. A total of $5,000 between the national committee 
and the senatorial committee in 1948 ? 

Mr. Rosenstrev. That is right, and several small personal amounts; 
I do not remember. 

Mr. Mircue.u. To individual candidates, not connected with this 
national campaign ? 
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Mr. Rosenstieu. That is right. 

Mr. Mircnert. In 1948 did you contribute anything to the Demo- 
cratic Party. 

Mr. Rosenstret. Not to the best of my recollection. 

Mr. Mircneit. Did you contribute to either party in 1949? 

Mr. Rosenstiet. Some tables. 

Mr. Mircuetu. Some what? 

Mr. Rosenstiev. Some tables. 

Mr. Mrrcuetyt. Some tables ? 

Mr. Rosenstien. Sure. 

Mr. Mircnetn.. What are tables? 

Mr. Rosensttext. Tables are for dinners. 

Mr. Mrrenetit. How much did those amount to? 

Mr. Rosenstieu. I do not know; several of them. 

Mr. Mircnein. $1,000 a table? 

Mr. RosensrieL. I suppose so. 

Mr. Mrrenuewn. Those are to the Democratic side or the Republican 
or both ? 

Mr. Rosenstret. I think several to the Democrats and one or two 
possibly to the Republicans. 

Mr. Mrrcenetn. And 1950? 

Mr. Rosenstient. The same thing with the exception that I think in 
1950 I gave to Senator Lehman, whom I had known for some time, and 
may he one or two other personal contributions. 

Mr. Mrrenewn.. That is all I have. 

Mr. Cuetr. Mr. Keating. 

Mr. Keatrine. I am having a little trouble with my arithmetic. I 
understand in 1948 you gave a total of $5,000 to the Republicans. 

Mr. Rosensrre.. Do you mind breaking it up a little. It was three 
indtwo. I donot want to pay a gift tax. 

Mr. Kearine. I understand in 1948 you gave $5,000 to the Re- 
publ can Committee for the election of Mr. Dewey and the congres 
sional campaign. 

Mr. Rosenstrien. The two together; that is right. 

Mr. Keatrine. And nothing to the Democrats in 1948 ? 

Mr. Rosenstier. That isright. Not to the best of my recollection. 

Mr. Krartne. Was the $5.000 in 1948 to the Republicans, or any 
part of it given to Mr. Leban ? 

Mr. Rosenstient. No. 

Mr. Krarine. Did you contribute to any part of the $7,500 which 
e said he raised for the Republicans ? 

Mr. Rosenstiex. To the best of my recollection, no. 

Mr. Kearrne. In 1949 you purchased some tables at political din- 
ners: is that right? 

Mr. Rosenstien. Yes. 

Mr. Kratrne. Those were for both parties? 

Mr. Rosenstret. The best of my recollection is that I took some- 
thing for the Republicans, and two or three to the Democrats. 

Mr. Kratrnea. Those were $1,000 a table? 

Mr. Rosenstrex. To the best of my recollection. 

Mr. Keatine. Did the Republicans have that system, too ? 

Mr. Rosenstre. I do not recall, Mr. Keating, whether they did or 
not. 
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Mr. Keating. But you think you gave $1,000 to the Republicans 
and two or three to the Democrats ? 

Mr. Rosensriex. I do not know the amount. I just remember hav- 
ing contributed to a dinner. That remains in my mind and to the 
Democrats. The Democrats were $1,000. I do not recall about the 
Republicans but I think I did contribuie. 

Mr. Keartne. The contributions ran in each instance into fous 
figures 

Mr. Rosenstrex. I could not tell you. 

Mr. Keatina. And in 1950 you did the same ? 

Mr. Rosenstiet. I do not know whether I did or not. It may have 
slopped over into 1950. I do not recall the dates of these. 

Mr. Keating. You did contribute to Senator Lehman’s campaign in 
1950 2 

Mr. Rosenstiet. Yes. 

Mr. Keating. What was the amount of that? 

Mr. Rosenstiet. I do not recall. It was a nominal amount. It 
might have been four figures, I do not know. 

Mr. Kreatrine. You have no record of these items, at all? 

Mr. Rosenstriet. They would be in the stubs of the checks if I could 
find them. 

Mr. Kerarinc. Would you be able to give us a fair estimate of the 
total of your contributions to the Democrats in 1949 and 1950, in- 
cluding the purchase of tables? 

Mr. Rosensriget. As far as I can recall, I did not do anything more 
than that, Mr. Keating. 

Mr. Keatina. I am trying to get the total of the amount, if I could, 
in your best recollection. 

Mr. Rosenstien. I can only guess at it. The score appears to me 
to be about 5 to 2. 

Mr. Kratine. Do you think that would be fair ? 

Mr. Rosenstiet. 1 do not want to guess it for you, sir, but that is 
the best of my recollection. 

Mr. Krarine. Are you quite sure about your contributions to Sen- 
ator Lehman ? 

Mr. Rosenstiet. No; I am not positive. It was a long while ago. 
The best of my recollection is that I gave $1,000 to Senator Lehman, 
or thereabouts. 

Mr. Kerarrina. Is he the only Senator ? 

Mr. Rosenstiet. I do not recall right now. 

Mr. Kerarrne. Did you contribute to Senator Benton’s campaign ? 

Mr. Rosenstren.. Yes; that annoyed me. I do not know that I did. 
[ may have confused that with Senator Lehman. 

Mr. Keattne. Do you recall that? 

Mr. Rosenstiet. No; I do not. 

Mr. Keating. You have checked your stubs then since you were here 
last ? 

Mr. Rosenstiet. No; I did not check them at all, frankly, but I felt 
that it might have been Lehman in place of Benton. I do not know. 

Mr. Keating. Have you discovered that you gave to one or the 
other but not both? 

Mr. Rosenstret. I am not sure about the Benton thing. The reason 
I am not sure is that there were some friends of Benton in the office 
and they gave to him and I might have gotten mixed up with them. 


22983—52—pt. 1——-41 
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Mr. Keatine. Do you mean you might have gotten mixed up by 
giving them money ¢ 

Mr. Rosenstiev. No; I gave them no money. 

Mr. Keating. Then your answer is that you did not contribute to 
Senator Benton’s campaign ¢ 

Mr. Rosenstiet. Iam just not sure. That is the answer. 

Mr. Keatrtna. And you are not sure of the amount ? 

Mr. Rosenstre. I told you in executive session that I thought I 
had given $1,000 but I am not sure about it. I live in Connecticut, sir. 

Mr. Kratine. You did not give to any Republican Senators, I take 
it? AmTincorrect? I would like to be informed. 

Mr. Rosensriev. I do not recall, sir. 

Mr. Kearina. I thought we were getting up to a figure pretty close 
to 5-to-5. 

Mr. Rosenstrev. It seems you still have the best of us. 

Mr. Keatine. You have made no effort since you were here last time 
in executive session to get any more accurate information on your 
contributions ? 

Mr. Rosenstiet. No particular effort, sir. 

Mr. Keating. You attended the inaugural down here? 

Mr. Rosenstiev. No, sir. 

Mr. Keatrne. Did you plan to attend it? 

Mr. Rosenstret, I do not recall. I just know I did not. 

Mr. Keating. Are you familiar with the testimony that was given 
about it? 

Mr. Rosenstiet. The hearsay testimony! The testimony that came 
to me hearsay? I mean I was not here, you see. I was told that | 
attended it, but I did not. 

Mr. Kearine. Were you given a position for the inaugural parade 
of any kind? 

Mr. Rosenstie.. No. 

Mr. Keatine. You never heard of that? 

Mr. Rosenstiet. A position in the inaugural parade? I had no 
position. 

Mr. Keating. Did you know of Mr. Landa’s testimony here? 

Mr. Rosensriev. I heard it. 

Mr. Keatine. To the effect that you had a very advantageous posi- 
tion in the inaugural parade in 1948? 

Mr. Rosenstirev. Parade ? 

Mr. Kearine. Yes. 

Mr. Rosenstiev. No; I did not hear it that way. I heard I had a 
good seat and they took it away from me, but since I was not going to 
use it they were welcome to it. I only know I was not there. 

Mr. Krarine. You never talked to Mr. Leban about arranging seats 
for you? 

Mr. Rosenstie.. Not to the best of my recollection. 

Mr. Keatine. Or Mr. Louis Johnson ? 

Mr. Rosenstrev. Not to the best of my recollection. It may have 
happened, but I was not there. 

Mr. Kearinc. You have no explanation, if that was so, why you 
would be accorded that privilege? 

Mr. Rosrenstrer. No. Maybe it was a courtesy to a minority 
Republican. 
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Mr. Keartina. That is all. 

Mr. Cuexr. Is there anything further, Mr. Mitchell ¢ 

Mr. Mrrenevi. Nothing further. 

Mr. Coutuier. Mr. Chairman, at this time I would like to read into 
the record a recapitulation of some figures relating to the acquisitions 
of the Big Four since 1933. 

In order that the record may be clear, we obtained this information 
from the Big Four themselves, the companies, and we have submitted 
those figures to them and they found them to be accurate. 

The company Hiram Walker, since 1933, has acquired 22 businesses, 
plants, a companies, including distilleries, wineries. Sixteen of 
those relate to either distillation of the whisky or storage, both liquor 
or otherwise, and six of them relate to cooperage and their acquisitions 
concerning timber for the making of heads and staves. ‘That company 
spent a total of $6,567,724. 

Schenley acquired 18 distilleries making whisky, rum, or gin. Five 
distributors or wholesalers. One brewery. Four wine companies. 
[wo cordial companies, and 2 cooperage companies, and 8 other 
companies, making a grand total of 42 plants, companies, and so on. 
They dissolved 19 of those, otherwise disposed of 6, for a total of 
$89,786,150. 

Joseph E. Seagram Co. acquired 51 different plants. Sixteen of 
those related to the cooperage business and included standing timber, 
rough stave mills, saw mills, and soon. Sixteen of those—and I will 
quote from the record— 

The following small companies whose sole asset was bulk whisky. Owners 
insisted on selling the capital stock because of the capital-gains treatment of such 
sales. 

All of the above companies upon acquisition were immediately dis- 
solved and whisky acquired by Seagrams. There were 16 such com- 
panies. 

Seagram acquired 51 companies and otherwise disposed of 19, for a 
total of $95,087,493. 

National Distillers Products Corp. All of their purchases of com- 
panies, plants, and so on, total 26. ‘They dissolved one, otherwise dis- 
posed of six, for a total of $62,183,322. 

This leads us to the grand total of purchases of distilleries of whis- 
ky, wine, and liqueurs, distributors, stave and head plants, timber mills, 
cooperage plants, and so forth, of 141 purchases, 36 companies dis- 
solved, 15 otherwise disposed of, for a grand total of $213,624,689. 

(The documents referred to were marked “Exhibits 26, 27, 28, 29, 
and 30.” See pp. 722, 723, 726, 729, and 731.) 

Mr. Cuxxr. Who is your next witness, gentlemen ? 

Mr. Coruimer. | have one other matter that I would like to read into 
the record. 

This is an excerpt from an investigation of the alcoholic-beverage 
industry. A partial report of the No. 2 subcommittee of the Com- 
mittee on the Judiciary of the United States Senate. We have had 
previous testimony relating to the subcommittee investigating the al- 
coholic-beverage industry in 1944. 


I want to read into the record 
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a few excerpts from that obtained from the Congressional Record of 
the Senate, page 6739 


The committee is coneerned greatly over the tendency of the Big Four to 
remove small distillers from competition, because when the act of monopolizing 
the liquor industry has been completed it will then be too late to remedy the 
harmful effect it will have had upon the public 

+ +. 7 a - - * 

The committee has received numerous protests from indignant members of the 
public who believe that they are aware of a movement by the Big Four to monopo 
lize the production of all alcoholic beverages; including whisky, wine, and beer 
rhe committee’s investigations so far tend to indicate these fears to be well 
grounded. The committee believes that the future business practices of the alco 
holic industry should be based upon healthy competition, free from possible ant 
rust combinations and monopolistic tendencies, 

* * * * ™ > o 

The committee is aware of the fact that the Department of Justice has a 
voluminous amount of material concerning the activities and the operations o 
each of the Big Four with respect to possible violations of the Sherman Antitrust 
and Clayton acts. It is not within the province of this committee to determine 
whether any or all members of the Big Four are subject to prosecution for viola 
tion of the above-named acts or to civil suits for divestiture. However, the 
committee believes that it is incumbent upon the Department of Justice to take 
the necessary steps to prevent the formation of a monopoly in the liquor industry, 
and recommends that the Department of Justice do so at an early date. 

The Treasury Department has a definite responsibility to preserve competition 
in interstate commerce in distilled spirits by virtue of the authority Congress has 
granted the Treasury Department in the Federal Alcohol Administration Act 
The committee has observed that the Big Four have used the device of inter 
locking directorates to form a virtual monopoly in the liquor industry, thereby 
tending to destroy healthy competition 

. * * * * . * 

The committee believes that the present arrangement whereby the liquor indus 
try has placed itself under a plan of severe self-imposed rationing is contrary to 
the best interests of the public, and is unjustified by present conditions. Such an 

rrangement, if made by tacit agreement between the distillers, is a violation of 
the spirit, if not the letter, of the Sherman Antitrust Act. 

Mr. Cotuter. That statement is taken from the Judiciary Commit- 
tee in 1944. 

Mr. Krartna. That is the Senate Judiciary Committee? 

Mr. Couurer. Yes, the subcommittee investigating the alcohol bev- 
erage industry. 

Mr. Cuetr. Who was that headed by? 

Mr. Contter. Van Nuys. 

Mr. Cueir. Who is your next witness, gentlemen ? 

Mr. Keatine. Also before we proceed to another subject, I would 
like to do a little recapitulating, Mr. Chairman. I understand we are 
through with the contribution today and according to the figures I 
have the total contributions to the Democratic committee was $114,450 
and the Republicans, $46,200. 

Mr. Mircnet.. Mr. Hodges would like to make a statement. I 
have told Mr. Williams of the Department of Justice that you will be 
glad pa have him make it, and proceed with the people that they like. 
Mr. ea. p would like to sit with him and also I would like you to 
remember that Mr. Hodges has not been very well and we would be 
glad to recess at any time you say to. 

Mr. Curtr. Mr. Hodges, do you solemnly swear that the statements 
you will make before this committee will be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Honors. I do. 

Mr. Cueir. You may proceed, Mr. Hodges. 
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TESTIMONY OF EDWARD P. HODGES, SECOND ASSISTANT TO THE 
ASSISTANT ATTORNEY GENERAL IN CHARGE OF THE ANTI- 
TRUST DIVISION 


Mr. Hopers. Tam Edward P. Hodges, second assistant to the Assist- 
ant Attorney General in charge of the Antitrust Division. I entered 
the Department of Justice in April 1934 and have been in the Anti- 
trust Division since February 1937. From July 1938 to December 
1950 (except for 2 years in the Air Force) I served successively as 
Chief of the Complaint Section. the Complaints and Small Business 
Section, the Trial Section, and the Legislation and Clearance Section. 
Since December 1950 I have been serving in my present position. 

On April 21, 1952, Mr. Collier, of the Chelf committee staff, con 
ferred with Mr. Morison, Assistant Attorney General in charge of 
the Antitrust Division, after he had examined the Department’s files 
on liquor. Messrs. Flynt, Rashid, and I were also present. Mr. Mori 
son gave a general factual résumé of the Department’s activities con 
cerning the liquor industry since 1948, particularly concerning the 
1943-44 grand jury investigation and the 1949-50 survey of Govern 
ment sources made by members of the Antitrust Division staff. At 
the conclusion of Mr. Morison’s statement, Mr. Collier indicated that 
he would like to get a copy of the memorandum of December 1949 
which summarized a voluminous memorandum prepared by members 
of the Antitrust Division who conducted this survey and also indicated 
that he would like for Mr. Morison—that is the 1949-50 survey—to 
furnish him with a factual summary along the lines of his oral state- 
ment. Mr. Morison indicated that he would give him a copy of the 
December 1949 memorandum and have prepared a summary statement 
along the lines of his oral statement. 

Mr. Collier inquired as to whether or not there were any differences 
of views on either of the staffs, and I indicated that Mr. Branham 
had a different view from the others. 

Mr. Elmo Flynt, chief investigator on the 1943-44 grand jury inves- 
tigation, and Mr. Baddia Rashid, who had a leading part in the work 
on the 1949-50 survey, prepared memoranda concerning that portion 
of the matter with which they were familiar, and these memoranda 
were consolidated in my office on April 25, for transmission by Mr. 
Morison to Mr. Collier in line with his request. In consolidating, 
changes were made only in language. In an effort to get a complete 
view of the entire situation, Mr. Morison requested that staff members 
indicate their agreement with respect to the facts concerning the phase 
on which they worked by initialing the memorandum, that anyone 
who disagreed in a minor way with such portion of the memor: andum 
should discuss the matter with the supervisor of that phase of the 
matter, but if the differences were of major importance to write a 
memorandum to such supervisor indicating the basis of their differ 
ences, which memorandum the supervisor was to submit to Mr. Morison 
with his comments. The 1943-44 investigation was supervised by 
Holmes Baldridge, and the 1949-50 survey was supervised by me 
Accordingly, on April 24 I wrote in the margin of the file copy “As 
to 1949-50 survey,” and Mr. Rashid, Mr. Berke, and I placed our 
initials under this notation. 
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At Mr. Morison’s request I took the memorandum to Mr. Baldridge 
on April 24, explained to him what was to be done and asked that he 
get together with those who worked on the 1943-44 grand jury investi- 
gation, namely, Miss Brass, Messrs. Flynt, Comer, and Branham. Mr. 
Baldridge expl: ained that he was very busy with the steel case and 
would try to get to it next day. I also explained the matter to Mr. 
Baldridge’s secretary and left the memorandum with her and that 
afternoon departed for a 10-day rest. That is on account of this 
coronary thrombosis I had last fall. 

Opposite the first paragraph of this memorandum I had written 
“As to 1943-44 investigation.” In my absence, Mr. Baldridge indi- 
cated his approval of that portion of the memorandum by writing 
“Q. K., Holmes Baldridge, April 25, 1952” under my notation and 
returned the memorandum to Mr. Morison. Mr. Morison returned 
the memorandum to Mr. Baldridge for handling with the 1943-44 
staff and explained in detail what was to be done. On my return to 
Washington on May 6, I learned these facts and that Mr. Baldridge 
had not returned the memorandum to Mr. Morison because he was 
still busy with the steel case. I suggested to Mr. Morison that he 
call Mr. Collier and explain why the delay if the memorandum could 
not be gotten over promptly. Mr. Morison explained he would see 
what could be done. Later in the day Mr. Morison asked that I get 
the members of the 1943-44 staff together and handle the matter for 
Mr. Baldridge as he was still busy on the steel case. 

In compliance with Mr. Morison’s request Miss Brass, Messrs 
Comer, Flynt, and Branham met in my office on the morning of May 
7. L gave them copies of the four-page memorandum and expl: ained 
the procedure Mr. Morison wished followed concerning the page 
and a half portion of the memorandum which referred to the 1943-44 
investigation. Mr. Flynt stated that inasmuch as he had written 
that portion of the memorandum referring to the 1943-44 in- 
vestigation he would initial it and then left the meeting. He subse- 
quently did initial #. Mr. Comer asked when I wanted the matter 
acted on and I stated, immediately. He said he would retire to his 
office to read it. Upon Mr. Comer’s return, he stated, (1) that his 
records did not show specific instruction to the Economic Section to 
watch the industry and, therefore, this reference should be made 
general, and (2) that the discussion of oligopoly theory should be 
eliminated because it was not necessary to the factual summary and 
might embarrass us in the future. 

I might add here that there was a somewhat technical discussion in 
a field where sooner or later we were going to have to expand the law 
just a bit and I think Dr. Comer was wise in suggesting it. That 
there was no use to go into an esoteric excursion that some defendant 
might throw in our face some years later. 

Miss Brass said she would initial the memorandum as it was but 
suggested a change in one sentence. Mr. Branham indicated that he 
could not initial the memorandum, and then after some discussion 
he indicated that he did not question the substance of the memoran- 
dum but did disagree with the conclusion. My recollection of 
what he said is supported by the following quotation from a short 
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note to Mr. Baldridge which I wrote immediately after the confer- 
ence in transmitting the memorandum to him: 

Ernest Branham does not agree with the statement that there was no case 
in 143-44. Branham does not question the summary except as to the conclusion 
with which he disagrees. 

I had explained to Mr. Branham at least twice at this conference 
on May 7 that all we wanted was for him to confer with Mr. Bald- 
ridge or write a memorandum to Mr. Baldridge so that Mr. Morison 
would have the benefit of Mr. Baldridge’s comments on Mr. Bran- 
ham’s views as to why he thought there was a case in 1944. Mr. 
Branham stated that his views were well known and indicated that he 
was not going to write a memorandum. I then stated substantially, 
“Ernest, you have been doing a lot of talking about this investiga- 
tion, and it seems to me the time has now come for you to put your 

views in writing so that Baldridge may comment on them. I think 
this is only fair to him and other members of the staff.” This state- 
ment was made because over the years Mr. Branham had repeatedly 
criticized to me Mr. Baldridge’s handling of the 1943-44 liquor in- 
vestigation. Mr. Branham’s memorandum to me written on that 
afternoon (May 7) is susceptible of the implication that I had asked 
him to change his views in this conference. Absolutely nothing was 
said or took “place which could remotely justify such an implication. 
With the suggestion that they either see Mr. Baldridge or write mem- 
oranda to him, the meeting adjour ned. 

On the afternoon of May 7, Mr. Branham came in and showed me 
a copy of a memorandum he had written to Mr. Herbert Borkland 
under date of November 18, 1948, and indicated that these were his 
views. Mr. Borkland on that date occupied the same position that 
| acquired today. 

I stated that all we wanted him to do was either to see Mr. Baldridge 
or write him a memorandum as to why he thought there was a case 
n 1944, and to give it to Mr. Baldridge for transmission with his com- 
ments to Mr. Morison. I further indicated that the memorandum to 
Mr. Borkland was not what was desired. This memorandum, of 
which the committee has a copy, speaks for itself in this regard. There 
was no discussion concerning the initialing of the memorandum to the 
committee which I had already returned to Mr. Baldridge. 

On the morning of May 8, I received the memorandum of May 7 
from Mr. Branham which was over 4 pages. After the prelimi 
nary page, pages 2, 3, and + were devoted to setting forth the memo- 
randum to Borkland immediately referred to above which only a 
short. while before I had told him was not what was wanted, and the 
remainder of these pages were devoted to quoting from some philo- 
sophizing concerning the future of the liquor industry contained i 
a memorandum prepared by William Butz in 1944. 

Page 5 reads as follows: 

The foregoing prophecy, which I collaborated with Mr. Butz in preparing, 
from my experience with the liquor industry, is a most accurate one. I am on 
record as having these views concerning the liquor industry. I cannot change 
these views now. 

I deeply regret the apparent feeling of the impatience directed at me because 
if my different views. 
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This is still Mr. Branham’s memorandum— 


I have no criticism to make of the other members of the staff for their views 
The views expressed by me are my own and I cannot change them orally or 
otherwise. 

I immediately asked Mr. Branham to come to my office and asked 
him if he meant to infer that Ll or anyone e ‘Ise had tried to get him to 
change his views, and he answered, “No.” I then told him I resented 
the tone of the memorandum and that I did not know why he had 
written it, but it looked to me as though it were a memorandum to 
the files designed to protect him, against what I did not know. He 
then said he originally intended to write it for the files. I told him 
to put it in the files. I then called his attention to the first page of the 
memorandum where he said I had grown impatient with him on the 
oe day. I told him I did not know whether I had grown im 
patient, but if I had, I certainly thought it was justified, as over the 
vears he had been ve ry ¢ ritical of Baldr idge’s handling of ie 1945-44 
investigation. He denied that he had ever been critical of Baldridge’s 
handling of the 1943-44 liquor investigation, and he stated that he had 
criticized conditions in the industry but had never criticized Mr. 
Baldridge. | asked him if he had ever criticized Mr. Baldridge con 
cerning a steel investigation he had worked on while in Mr. Baldridge’s 
section. He stated he did not remember. This so amazed me that J 
said very seriously but without any show of anger, “Ernest, L will 
swear before God that you repeatedly criticized Baldridge regarding 
Loth of these matters,” and pointed out that his various disagreements 
with Mr. Baldridge had led to the section of which I was Chief. This 
was done in the summer of 1946. I again repeated that he had not 
complied with my request that he should see Mr. Baldridge or write 
a memorandum to him setting forth his views as to why he thought 
there should have been a case in 1944. He then asked for a copy of 
the memorandum he had read the day before and I gave it to him. He 
then left my office. 

The more I thought about Mr. Branham’s memorandum of May 7 
the more resentful I became, and within a little while after he left 
my office I asked my secretary to get him on the telephone and listen in, 
which she did. I said to him that the paragraphs on the last page of 
his memorandum were susceptible to a serious charge and I wanted 
to know if he meant to insinuate that I had ever tried to get him to 
change his views, to which he replied, “I make no charge against you.” 
I then repeated my question and said I wanted to be sure about this 
because if he did intend to make any such insinuation I wanted to go 
to the bottom of it immediately. He repeated, “I make no charge 
against you.” 

Before forwarding the factual summary to the committee, para- 
graphs 4 and 5 of the draft were combined into one paragraph and 
appear as paragraph 4 in the final draft submitted to the committee. 
This contraction results from the elimination of the discussion of 
oligopoly at Mr. Comer’s suggestion. Language changes were made 
in paragraphs 8 and 12 of the original draft. These paragraphs do not 
concern the 1943-44 investigation. The committee has put in the 
record the factual summary which it received. 

On May 9 Mr. Branham addressed a memorandum to Mr. Bald- 
ridge commenting on the draft of the factual summary discussions at 
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the May 7 conference and sent me a copy. However, inasmuch as im- 
mediately after the telephone conversation with Mr. Branham above 
referred to, I had turned further coordination of the matter with the 
committee over to Mr. Clapp, I forwarded to him this copy of Mr. 
Branham’s memorandum to Mr. Baldridge, and I understand Mr. 
Clapp later got in touch with Mr. Branham. That part of the memo- 
randum which relates to the 1943-44 investigation reads as follows: 

Paragraph 1. As to this paragraph I have no information that would justify 
a conciusion as to its inaccuracy 


Paragraph 2. As to this paragraph I have no information that would justify 
a conclusion as to its inaccuracy. 

Paragraph 3. As to this paragraph I have no information that would justify 
a conclusion as to its accuracy or inaccuracy, 

Paragraph 4. As to this paragraph I have no information that would justify 
i conclusion as to its accuracy or inaccuracy. 

Paragraph 5, As to this paragraph I have no information that would justify 
a conclusion as to its accuracy. 

Paragraph 6. As to this paragraph I have no information that would justify 
a conclusion as to its accuracy or inaccuracy. I kept in touch with no members 
of the Senate Judiciary Committee at any time before or after the closing of the 
investigation, 

Paragraph 7. As to the first part of paragraph 7, it was clear that there was 
a high degree of concentration in the liquor industry. As to the remaining part 
of paragraph 7, I have no information to justify a conclusion as to its accuracy 
or inaccuracy. 

In addition to the foregoing, Mr. Branham’s memorandum of May 
9 to Mr. Baldridge merely contains a quotation from his November 
1948 memorandum to Mr. Borkland, statistics which he obtained on 
May 5, 1952, from the Alcohol Tax Unit, and comments on the portion 
of the memorandum relating to the 1949-50 survey on which he did 
not work. 

In view of (1) Mr. Branham’s admitted lack of information con- 
cerning the 1943-44 investigation on which I am informed he worked 
for only 3 weeks and (2) in view of the fact that Mr. Branham did 
not participate in the 1940-50 survey, it is difficult to understand how 
Mr. Branham could undertake to characterize the Department’s fac- 
tual summary submitted to the committee as a “whitewash.” This 
characterization is made all the more amazing by the fact that the 
paragraphs concerning the 1943-44 investigation, which Mr. Bran- 
ham was asked by me to review were (with the changes indicated 
wbove) approved by the section chief who supervised the 1943-44 in- 
vestigation, the chief economist, and other law yers on this investiga- 
tion. 

These are the facts, Mr. Chairman, concerning what has developed 
into a very regrettable incident. I merely wish to add that any charge 
that I intimidated, attempted to intimidate, or mentally horse whipped 
Mr. Branham is completely untrue. I wish to further state that any 
charge that the Department’s report to the committee was designed as 
a whitewash or is in fact a whitewash is utterly untrue, and without 
any foundation. 

Now, Mr. Chairman, in view of the foregoing statement I will not 
comment in detail on Mr. Branham’s testimony before the Chelf com- 
mittee June 23. However, there are just a few statements which Mr. 
Branham made that I would like to discuss very briefly. It is just 
a page and.a half, sir. 

Mr. Cuetr. Go right ahead. 
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Mr. Hopers. The pages I refer to are in the transcript. Page 835: 
Mr. Branham testified that Mr. Kirkpatrick conferred with him o1 
one occasion for possibly 20 minutes. 

Mr. Kirkpatrick now has a very important legal job in Berlin. He 
was in charge of the 1949-50 surve *y under my direction. 

I recall that I suggested to Mr. Kirkpatrick that he get in touch 
with Mr. Branham and obtain from him such information as would 
be helpful. I won't use the language Mr. Kirkpatrick used, but suf 
fice it to say that he reported to me in substance that he had had a 
unprofit: able conference with Mr. Branham and that he, Mr. Kirk 
patrick, felt it was useless for him to pursue the matter any further 
with Mr. Branham. 

Pages 853-854: Mr. Branham testified : 

As I walked into his office he said he had read my memorandum and re 
sented my insinuations and that he resented my disobedience of his instructions 
the day before by not writing a memorandum to Mr. Baldridge and set fort} 
wherein I differed from the memorandum which he asked me to initial the day 
before. 

I did tell Mr. Branham that I resented his insinuations but I did 
not say anything about disobedience to instructions. Page 855: Mi 
Branham testified- -referring to me: 

He said we don’t want people around us who disobey orders, and he said that 
I had been a constant gripe against various individuals in the division and 
accused them of being in the conspiracy with the various big companies, anc 
so forth, which was the reason that the Department would never pursue the 
matter any further. 

I did not make that statement. 

Pages 857-858: It appears that Mr. Branham testified in executive 
session that in a telephone conversation with him I had asked hin 
whether anyone had tried to change his mind and that he had replied as 
follows, and I quote from the testimony, I understand the report of 
the executive session will show: 

Well, you be the judge as to whether anybody has. 

Mr. Branham further testified in the executive session according 
to the record of last Monday: 


I think your attack on me is a little short of intimidation. 


At the opening hearings Mr. Branham stated that this testimon) 
in executive session was not correct and that the substance of his 
answer to me was, “I have charged no one with anything.” 

This is a vital discrepancy in Mr. Branham’s testimony. His earlier 
testimony had led this committee to issue a public statement that 
there was strong evidence of intimidation and if not intimidation at 
least mental horsewhipping. I call the committee’s attention to the 
fact that Mr. Branham’s revised statement is in harmony with my 
statement to the committee in executive session and with the state 
ment I have made today. 

Thank you, Mr. Chairman. 

Mr. Cuetr. Is there anything else, Mr. Hodges, that you would 
care to elaborate on? 

Mr. Honors. Not at all, sir. 

Mr. Mrrenevt. Mr. Williams has asked me to read a statement 
into the record which I would like to do, and then I sould like to 
ask just a few questions, if you will relax while I get this done. 
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As you know, Mr. J. Edward Williams is liaison between this com 
mittee and the Department of Justice and he asked me to read this 
statement. 

Mr. Hodges has summarized at length the facts as they relate to the 
charges of intimidation that Mr. Branham has made against him. 

As Mr. Hodges has stated, Miss Margaret Brass and Mr. Comer 
were present at the May 7 conference and during the time Mr. Bran- 
ham has said he was intimidated. Mr. Comer is present at this 
hearing, and if the committee wishes it he is available now to testify 
as to the facts. 

Miss Brass went on leave last week before it was known that her 
testimony might be desired this week. She is presently visiting her 
mother who, { understand, is ill, and will not be available until Mon- 
day. However, she will be available then or at any other time the 
committee might wish to take her testimony. 

We have no wish unnecessarily to add cumulative testimony to this 
record. Accordingly, we do not wish to ask Mr. Comer or Miss Brass 
to testify unless requested by the committee, as in our opinion Mr. 
Hodges’ statement very adequately and accurately gives all the perti 
nent facts. 

However, we do want the record to show that if Mr. Comer and 
Miss Brass were called to testify they would corroborate Mr. Hodges’ 
account of what took place at the May 7 conference. 

I recommend that the suggestion be accepted and that the record 
so show, and that it is not necessary to call those people. 

Mr. Cuetr. That will be satisfactory. 

Mr. Mircuein. There are just two or three references I wanted 
to go over with you in your testimony. As you will remember, we had 
some difficulty in getting the court reporter to catch everything you 
said, 

At page 331: 


Mr. Honges. I said to him the next day: “Ernest, if I was impatient, I certainly 


think it was more than justified.” At that time, I was merely carrying out in- 
structions. 
I said: 


Yes, but regardless of that, your own state of mind at that time was that 
you were quite resentful? 

Mr. Hopers. Oh, no. got resentful the next day. 

Mr. Mrrcnetyt. You were just a little hot this day. 

Mr. Hopees. I was not hot. I was buffaloed. After all, I was doing a me- 
chanieal job. 


Mr. Hopees. I was amazed, absolutely. 
Mr. Mrrcenent. I said: 


You were above a load? 

Mr. Hopces. Let me get you a good word. I was perplexed. In other words, 
you should “fish” or cut bait. I did not care what the guy said. I just wanted 
to get the thing down and get it on to Baldridge. 

Really, I was not mad. I was not mad. 

Mr. MITCHELL. But you were impatient? 

Mr. Hopcrs. Oh, no. I would say it was a moot question, whether IT was 
impatient. IL was simply sort of nonplussed. That is the word. 1 was non- 
plussed. 

Mr. Mrremmrr. Your meeting broke up when you said, “You all go and see 
Baldridge” ? * 

Mr. Hopaes. I said, “You all go see Baldridge. He is pretty well tied up in 
the steel case, and maybe he will see you this week.” Then I said—I think I also 
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told Comer—I am just trying to think—I do not know exactly what I said; I 
said, “I assume you are not going to be able to get together with Baldridge on 
this, so you might as well write a memorandum.” 

He would not do that. 

Mr. MitcHeLL. He said what? 

Mr. Hovces. He was not going to do it. It was about the second time— 
either twice or three times I tried to find out what the guy was going to do, 
and he just would not doit. I was just nonplussed., 

Then, when I said, “Well I think you have talked too much about this case, 
I think the time has come when you should put your views in writing so that 
Holmes Baldridge can comment on it.” 





Then on page 335: 
Mr. Hopces. That is right. Then he said 
that is, Branham— 
“But, you humiliated me in the presence of the staff.” 
Then later at page 336: 
I asked you to write a memo. I said, “If I was impatient, honest to goodness, 


I think it was justified, because you have certainly been critical of Baldridge’s 
handling of the 1943—44 investigation,” 


And then a little later on the same page: 


I said, “Do you mean to sit there and tell me that you have never criticized 
Holmes Baldridge’s handling of the liquor investigation, to me?” 

He said, “I have never criticized Baldridge to you.” 

Well, then, I was flabbergasted. 

Then at page 389, which is about the telephone conversation you 
were relating to the committee: 

I said, “That is a pretty serious charge and I want to ask you if I at any | 
time ever tried to get you to change your views on this case.” 

He said, “I make no charges against you.” 

Then at page 358 I asked you, Mr. Hodges: 


Was any thorough inquiry ever made of distillers who were independent and 
distributors who were independent? 

There is no direct answer to that because we got into some other 
material. I won’t talk about the substance of the inquiry, but we 
talked about the beginning of this 49 survey. 

Your answer to the first question: 


Was any thorough inquiry ever made of distillers who were independent, and 
distributors who were independent— 


was— 
Kirkpatrick proposed a memorandum to the FBI, a limiting memorandum. 
[ said: 
Answer my question then. So far as you know, the answer is “No,” is it not? 


That was the question as to whether a thorough inquiry was ever 
made of the distillers who were independent and distributors who 
were independent. 

Mr. Honcrs. That is right. We were limited entirely to Govern- 
ment sources. 

Mr. Mrrene rt. And then you said: 


Kirkpatrick said to. me: “Who are the complainants in this matter?” 

That is where we usually get a lot of our cases. 

1 said, “I don’t know.” I talked to Borkland. I said, ‘““‘Who are the com- 
plainants in this thing?’ 
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He said, “Well, we just want a survey made,” and he never did give me the 
complainant. 

Mr. MITCHELL. A survey within the Government? 

Mr. Hopees. Yes. 


That was at page 358. 
At page 359, my question to you: 


To your knowledge do you know whether at any time since 1944 down to this 
present date the Antitrust Division has made a direct inquiry of those distillers 
who were in business during that time, as to whether they had any complaints 
against the Big Four? 

Mr. Hopces. That was one of the alternative suggestions for consideration. 

Mr. MiITcHELL, Would you answer the question? 

Mr. Hopces. The answer is “No.” 

Mr. MITCHELL. Was there any such direct inquiry or investigation made dur- 
ing the period 1944 to 1952 concerning the trade practices of the 1,500 liquor 
distributors and wholesalers in the United States, to your knowledge? 

Mr. Hopces. Not to my knowledge. 


Then we talked about this story of the political contribution, and 
you said you had heard that story from Mr. Branham. 
You said, at page 367: 


He said that they had contributed, the three small ones—I am not sure. [I 
just do not remember—I think Schenley—is Schenley the biggest one? I think 
so—that Schenley was not going to contribute because Washstein or Wasinstein, 
something like that, he said his friend, Tom Dewey, is going to get elected, 
and he is going to take him out on a yacht, and he is not going to contribute 
to the Democratic Party: and, according to Branham, after the election went 
the other way, why this guy rushed down here to the committee and gave them 
100,000 bucks. 

Mr. MircHecit. The Democratic Committee? 

Mr. HopgeEs. That is what he said, yes. 

Now, frankly, I think, I am not sure, I think that was whipped up by Drew 
Pearson because it had a strange, familiar ring, but I just treated it as so much 
“blank.” I will leave the word out. 


Mr. Hopees. A very descriptive word. 
Mr. MrrcuHe.t (reading) : 


I mean I did not pay any attention to it. 

Mr. MitcHett. Did you ever talk to a department head, your superior officer 
about the liquor case? 

Mr. Hopees. Bergson? 

Mr. MITCHELL. Yes. 

Mr. Hopces. I never did. I got my instructions from Borkland. 


At page 368, I asked you: 


Did Borkland ever talk about it to you? 

Mr. Honces. About the liquor industry? 

Mr. MIrcHeELt. Yes. 

Mr. Hopars. Now here is the way the thing wound up. We did not know 
who was complaining in this thing, and I said, “Why is this thing being made— 
I think when you talk on other people, these things will come out.” He said, “We 
just want to know what the picture is.” 

I think you will find out from other sources that Mr. Branham told Mr 
McCauley—in other words, I do not want to give hearsay evidence but give 
the picture—Branham told McCauley this tale about the 100,000 bucks. 

Branham called and said, “You had better see Bergson.” 

I do not know whether McCauley took Branham to see Bergson or whether 
Branham sent for Bergson or whether he went to see Bergson, but I understand, 
and Branham told me this—I did not know at the time—with the investigation 
being made—I had not heard about this conference with Bergson and Branham 

Mr. MirtcHeLL. Who told you to make the general survey ? 

Mr. Hopeées. Borkland. 
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I asked: 


Who decided when it was through, and what to do? 
Then your answer was: 


Now, wait a minute. So then, it develops here lately that Borkland had Berg 
son—I think you will find Branham told Bergson about this $100,000 deal, and 
Bergson said he wanted to be damned sure what the facts were; and, therefore, 
he would authorize Borkland to have this survey made. 


Then you said you had no knowledge of any personal contributions. 

On page 370 you referred to getting the summary in September 
1950. However, it was 1949? 

Mr. Hopeées. September 1949, that is right. It was about a 50-page 
job. 

Mr. Mitcueiyi. You said: 

Borkland said he wanted a shorter summary made, that he had a great many 
things on, and he could not, so I told the boys then, when he told me that, to 
have this summary made, and then is when Rashid and Kirkpatrick made this 
9- or 10-page summary that you have there, 

Then in December they got the 9 or 10 pages. 

Then the question was: 

The thing died on the vine, is that it? Nobody decided to do anything? 

Mr. Hopees. Nobody gave us a green light. 

Mr. MircHe.ti. Nobody decided to do anything? 

Mr. Hopeers. That is right. In other words, Borkland and I discussed theory. 
We were never given the green light to go ahead with the investigation. 

Now, that is still the fact, as indicated there ? 

Mr. Hopges. Yes. 

_ Mr. Mrrenen.. That is all, Mr. Chairman. 

Mr. Cuetr. Who is your next witness, Mr. Mitchell ? 

Mr. Mrrenett. Mr. Bergson. 

Mr. Cuetr. Let the record show that Mr. Bergson was previously 
sworn on the statements he will make to the committee about this 
subject. 


STATEMENT OF HERBERT BERGSON, ATTORNEY, 
WASHINGTON, D. C.—Resumed 


Mr. Mircuet.. Do you wish to make any further statement than 
that which you made before, Mr. Bergson ? 


Mr. Berson. I would just like to add two or three things to what 
L said before. 

1 want to reaffirm what I said before, but I want to make one or 
two comments on Mr. Branham’s testimony. 

On page 828 of the record when he was being questioned by you, 
Mr. Mitchell, Mr. Branham said: 

I think this was from September 1948, through February 1949. 

Then he mentioned that he talked to Mr. Landa and to Mr. Kiernan 
and a Mr. Mathis, and you said: 

That date in October 1948. 


Branham said: 


From September on through February 1949, because Mr. Ellison wanted me 
to talk the matter over with Mr. Howard Walton and it was February before 
he came to Washington. 
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You said: 

What about National Distillers? 

Mr. Branham said: 

I asked Mr. Forrest, the local representative of National, to have some of 
his people come in to see me. I never received any response personally from 
hat. 

In October 1948, I believe, I got a call from Mr. Bergson’s office, when he 
alled me in to ask some questions concerning my experience with the liquor 
ndustries, and as I went into his office I saw Mr. Joyce. I recognized Mr 
Joyce, the vice president of National, sitting in the reception room waiting to 
.ee Mr. Bergson. I don’t know the results of that meeting. 

I should like to say about that testimony that I have no recollec- 

ion whatsoever, and I don’t believe that I ever discussed the liquor 
situation with Branham in 1948. 

He came into my office one day in response to my call in April of 
1049, and on that day Mr. Joyce came to see me. Th: it was the only 
time I had ever met Mr. Joyce, and Mr. Joyce came to my office solely 
for the purpose of making my acquaintance. We didn't discuss the 
liquor situation at all. 

Now, Mr. Branham also testified at page 838 of the record that in 
November 1948 he had prepared a memorandum “which outlined the 
rumor that I had heard,” to Mr. Bergson. He came to my office and 
told me the contents of the memorandum and said I told him to destroy 
the memorandum. 

I have absolutely no recollection of such a situation, I am sure 
that it never occurred because in the whole time that I was in the Anti- 
trust Division I never told anybody to destroy a memorandum. 

The first time that I discussed liquor with Mr. Branham was in 
February of 1949. 

Now, in yesterday’s testimony I learned, to my amazement, that on 
October 13, 1948, Branham had gotten in touch with one or two of 
the major liquor companies and asked them for some information. 

don’t know how he got in touch with them. I have asked the 
Department of Justice to inspect their files, and they have found no 
reference in their files to any such contact. 

Branham had no authority to make that inquiry. If he did make 
such an inquiry he was on a frolic of his own, and I cannot understand 
why he asked for the information because the information that Mr. 
Landa said he asked for is available in any corporate reference book, 
and all he had to do was go to the library and look it up. 

Furthermore, as to what the salaries were of officers and who the 
company’s ¢ ounsel might be, I think has no bearing whatsoever on any 
intitrust matter. 

Now, there is just one other thing that I would like to comment on. 

At 869 of the record, Mr. Keating said to Mr. Branham as follows: 


Mr. Bergson has filed with the committee today a statement which has been 
made a part of the record, which apparently refers to the episode to which you 
have testified in which it was said that Mr. Bergson told you to go easy with 
these liquor fellows, and he says a report was made to him that Mr. Branham 
had summoned one of these groups and his lawyer to his office, and, to use a 
phrase which has recently been well publicized, “mentally horsewhipped him,” 
that he threatened them with imprisonment if they would not abandon any 
cooperative advertising. 
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Then Mr. Keating said: 


Did you ever threaten anyone with imprisonment if he would not abandon 
cooperative advertising? 


Mr. Branham said—and I wish you would take special note of 
this: 


Definitely not. I never felt I had authority to put anyone in jail. Iam not a 
peace officer. I am not a grand jury or anything like that. I never considered 
that I had such authority. 

Mr. KEATING. And you told Mr. Bergson that? 

Mr. BRANHAM. I told him that I did not have authority to put anybody in 
jail. I showed Mr. Bergson every respect I could. 

When I read that in the record I took the occasion, Mr. Chairman, 
to get the affidavit of local counsel who represented that group. 

The staff of the committee has been supplied with a copy of that 
affidavit, and with your indulgence I would like to read it into the 
record. 

Mr. Cuetr. What does the affidavit have to do with it? 

Mr. Mrrcenety. This is on a conflict of testimony between the two 
men, and I think it should go in. 

Mr. Cuetr. I see. Go right ahead. 

Mr. Mircne x. It is made by a responsible lawyer. At least he isa 
lawyer. 

Mr. Bereson. I think you will find he is a well-respected member 
of the bar, Mr. J. E. Bindeman. 

Mr. Cuetr. The best evidence is the man himself, but since he is 
not here, you may go ahead. 

Mr. Mrrcenetyi. I would like to agree with counsel about that because 
I did not think it was worth while to bring him up here. 

Mr. Cuetr. As I said, of course the best evidence is the man him 
self, but in view of the situation go right ahead. 

Mr. Bercson. He stated, however, that if you desired him to come 
he would be very happy to come. 

Mr. Cuetr. In an effort to save time, proceed. 

Mr. Berason (reading) : 

J. E. Bindeman, being first duly sworn, according to law, on oath deposes and 
says: That I am an attorney at law and a member of the bar of the District of 
Columbia; that I am and have been the attorney for the Value Liquor Stores, 
an association formed in February 1949 by some 28 holders of class A liquor 
licenses in the District of Columbia for the purpose of cooperative advertising. 

About March 31, 1949, we were made aware of certain objections by a Mr 
Ernest Branham of the Department of Justice concerning the operation of the 
Value Stores, and the then president of the group, and I visited Mr. Branham 
at his office in the Department of Justice on April 1. At such time Mr. Branham 
told us that the cooperative advertising of the Value Stores was illegal. He 
stated he was giving the organization an opportunity to cease its advertising 
of prices, and that if it did not cease immediately, an indictment would be 
forthcoming and he would put each member in jail. 

The president was perturbed and emphasized that as a small-business man 
he did not relish being indicted, and that neither he nor the rest of the members 
had any desire to violate the law. I stated to Mr. Branham that there might 
be some doubt as to the validity of the Government’s position, pointing out that 
the Thrifty Stores had been pursuing the same policy for 5 years; that the 
District Grocery Stores had been advertising prices in cooperation for some 
30 years, and that the United Food Stores had been doing this for 20 years. 

Mr. Branham refused to listen to my argument, stating the Department was 
going after all liquor violators. He said that if our members refused to stop 
cooperative advertising he would put them in jail. He asked me if I were 
secretary of the association and I replied in the negative. He stated that I was 
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fortunate that I was not the secretary since if I had been he would also put me 
in jail. He said that even as counsel I might personally be indicted since I was 
advising the group. 

I suggested that the Department consider filing a civil suit in order to test 
the validity of our operation. Mr. Branham said he would not consider this, 
but that he would proceed with criminal action unless the practice were stopped 
immediately. I asked for a letter specifying the attitude of the Department, 
but Mr. Branham said it was not his practice to write letters and refused to put 
his position in writing. I suggested that the Value Stores be permitted to con- 
tinue their advertising until the matter was adjudicated. sSranham replied he 
would not do this, and said even if we stopped advertising immediately, the 
members might still be put in jail. 

My clients and I were amazed and shocked at what we thought was the arbi- 
trary and threatening attitude of Mr. Branham. We decided to take up the 
matter with Mr. Branham’s superiors to see if he were in fact expressing the 
official attitude of the Department of Justice. 

I spoke to Mr. Underhill and Mr. Borkland on April 8, 1949, and explained in 
detail our entire operation. My reception was markedly different from the 
treatment we had received from Mr. Branham. It was more in keeping with 
what I felt we had a right to expect from a responsible public official. Mr. 
Underhill questioned me closely about the entire operation, the legal principles 
involved, and my interpretation of certain antitrust cases. 

Sometime thereafter Mr. Branham called me again to ask why we had not 
stopped our advertising. I told him that I was sorry that I was unable to agree 
with his theory of the case and that my clients had decided to maintain their 
advertising. He told me that such procedure left him no aiternative, and that 
he would have to proceed against us. He again talked of criminal proceedings 
with possible imprisonment. He refused to consider proceeding civilly. 

On June 2, 1949, I had my last conversation with Mr. Branham wherein he 
told me that he had made a full report of the situation to the Attorney General 
and that the matter was now up to him for any possible action, 

Thereafter the Value Stores voluntarily modified their form of advertising. 
We have heard nothing further from either Mr, Branham or any other official 
of the Department of Justice. 

That is signed “J. E. Bindeman” and sworn to by him on the 25th 
day of June. 

(The affidavit of J. E. Bindeman was marked “Exhibit 31.) 

Mr. Berason. Now, Mr. Chairman, I understand, also, that in addi- 
tion to my getting this affidavit from Mr. Bindeman, members of 
your staff also interviewed Mr. Bindeman; in fact, at the time he was 
preparing this affidavit for me. 

I am also informed that they interviewed others of the small liquor 
dealers who may have been involved in this cooperative advertising in 
the last day or so. 

I do not know the results of their investigation, but I think it would 
be appropriate for it to be stated for the record at this time. 

Mr. Mircneiyi. Have you finished? 

Mr. Bereson. Yes. 

Mr. Cuetr. I think the committee will conduct its own investiga- 
tion as far as that is concerned. I do not have any knowledge of it 
personally but I am sure the staff had some reason for it and will cer- 
tainly present it at the proper time. 

Do you have any further questions, Mr. Mitchell ? 

Mr. Mircuett. I would be very glad to accommodate Mr. Bergson 
by telling the committee that the oe the inquiries of Mr. 
Bindeman resulted in the delivery of a copy of this memorandum 
which had previously been asked for by Mr. Bergson and that sub- 
stantially the same story was told. There was an inquir, y specifically 
about any reference to “jail” and so I was told he said, “Yes, I think 
he referred to ‘jail’.” 


22983—52—>pt 
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The memorandum was not in this form, but I think that is substan- 
tially the way it was. 

There was another inquiry of only one other man whose name was 
Rose, I believe, and he had. I would say, in the miin, the same kind 
of report. 

That was his recollection that they were threatened because they 
were liquor dealers to whom any threat of criminal prosecution is a 
serious matter. 

Now, those are the only inquiries so far as I know. 

Now, I would like to ask you, do you know of any antitrust pro 
ceedings which has resulted in the imprisonment of a defendant ? 

Mr. Beroson. I think there was one many years ago involving a 
labor leader, but there is not any involving any businessman go far 
as I know. 

Mr. Mrrenecyt. Criminal litigation in antitrust does not neces- 
sarily involve imprisonment of anybody, does it? It results in fines 
and so forth. 

Mr. Bereson. That is why I was so amazed at Branham throwing 
his weight around. 

Mr. Mircenety. I am asking you if you know of any such instance. 

Mr. Brereson. No, I do not. 

Mr. Mrrcneti. So any lawyer would know if he had any experi- 
ence at all that that would be the case. 

Mr. Bereson. My point is that Branham denied that he made such 
threat. 

Mr. Mircuetn.. Now your credibility is in issue with his; is it not! 

Mr. Bereson. I assume so. 

Mr. Mrrenett. Did you make a statement the other day that you 
had never worked for any liquor company ¢ 

Mr. Bereson. I did not. 

Mr. Mrrcnetn. To two reporters outside the door here when you 
were asked whether you had ever represented any of the major liquor 
companies ¢ 

Mr. Bereson. I know what the answer is. Are you the one I 
spoke to? 

Mr. Buann. Yes. 

Mr. Mrrenei. Let us keep some semblance of order. You and I 
have a little business to do and we should cover it. Your credibility 
is in issue just as the other man’s was. 

Mr. Brereson. I was queried by someone representing the St. Louis 
Globe Democrat or Post Dispatch, I am not sure which, whether I 
represented any of the liquor companies, and I do not represent any 
of the liquor companies. 

Mr. Mrrcener.. Did you ever? 

Mr. Bereson. I also told him that on two or three occasions I had 
done some work for the New York counsel for one of the liquor com- 
panies. ‘That is what I told him and that is my testimony. 

Mr. Mircnetu. As a matter of fact, have you not been paid fees by 
Seagram ¢ 

Mr. Berason. I have. 

Mr. Mircne.y. Is that not the usual consequence, doing some work 
for a firm, to get paid? 

Mr. Bereson. I was retained by their New York counsel. 
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Mr. Mrircnetyt. But you were acting as counsel for Seagram ? 

Mr. Bereson. Yes. 

Mr. Mirenet.. That occurred within what period following your 
departure from the Department ? 

Mr. BerGson. The first contact I had was in November 1950. 

Mr. Mirewe.ty. When did you leave the Department of Justice‘ 

Mr. Brercson. I left in September. September 30, 1950. 

Mr. Mircnen.. Two months later? 

Mr. Brereson. That is right. Would you like to know what the 
ituation was ¢ 

Mr. Mrrcnetu. I do know. 

Mr. Bereson. Yes, but I would like it known on the record. 

Mr. Mirenert. I would too. Go right ahead. 

Mr. Bereson. In November of 1950, New York counsel for Seagram, 
since you brought the name out, came to me and asked me if I would 
be willing to brief and argue in the Supreme Court a case involving 
Seagram, I told them that I would have to study the matter and 
ifter studying the matter I declined to brief and argue the case in 
the Supreme Court and submitted a bill to the New York counsel for 
the time that [ had put in in reading the briefs and records in the 
lower court and for the time that I had spent in conference with them. 

Sometime later, I believe it was sometime late in 1951, New York 
counsel told me that Seagram would like to have an independent opin- 
ion about a question involvi ing that same case—a matter not involving 
the Government, but private litigation. I gave them that opinion and 

billed them for those services. I sent the bill to the New York 
counsel and Seagram paid the bill. 

Mr. Mrrcnect. And the bill in the first instance was a moderate 
amount of $500, was it not? 

Mr. Bereson. That is right. 

Mr. Mrrcueti. And the second amount was $2,750. 

Mr. Bereson. That is right. 

Mr. Mircueiy. You say that case does not involve the Government ? 

Mr. Bereson. That is right. 

Mr. Mircenetn. Did the Government not file a brief in amicus curiae 
in that case ? 

Mr. Brereson. I do not recall that it did. 

Mr. Mircnecn. I can show you a copy of it. @#tate for the record 
whose appearances you find in the back page ? 

Mr. Berason. Yes, the Government filed a brief in that case. 

Mr. Mircnety, Will you read the title, please ? 

Mr. Bereson. Kiefer-Stewart Co. versus Joseph E. Seagram & 
Sons, et al. 

Mr. Mircue.i. That is the same case the committee has been hear- 
ing about for some time, Kiefer-Stewart. 

Mr. Bercson. When was that Government brief filed ? 

Mr. Mircuect. In November 1950, 

I would like to ask you when you first heard of the Kiefer-Stewart 
action, begun in the district court in Indiana in 1947. 

Mr. Bereson. I think I first heard of it when the court of appeals 
decision came down. 

Mr. Mircnett. That would have been May 1950? 
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Mr. Bereson. I am not sure when it was. It is while I was in the 
Department. 

Mr. Mircnevy. It was an important matter for an antitrust lawyer, 
was it not ¢ 

Mr. Bercson. What do you mean by that? 

Mr. Mircuety. I mean the case was an interesting, important case. 

Mr. Berson. It was an interesting case; yes. 

Mr. Mrrene.s. It had the possibility of establishing a landmark in 
the antitrust field, did it not? 

Mr. Bergson. I would not say that. 

Mr. Mrreueit. Well, you would know better than I. I thought 
people talked about it a good bit as a significant case. 

Mr. Bereson. It was a very surprising decision. I will say that. 

Mr. Mircuets. I am talking about the Supreme Court. 

Mr. Bereson. The Supreme Court opinion came down after I re- 
fused to participate in the case. 

Mr. Mircuei. Yes, but the case itself, this claim as made here, was 
that as a wholesale distributor claiming triple tax? 

Mr. Berason. That is right. 

Mr. Mrrenenn. And the burden of the case was a claim for recovery 
of approximately $1 million for triple tax resulting from violation of 
antitrust laws, was it? 

Mr. Bereson. That is right. 

Mr. Mirenet. That was the Sherman and Clayton Acts, both? 

Mr. Bereson. I do not know whether they charged violation of the 
Clayton Act. 

Mr. Mircueit. You did not regard the issue in the matter as in any 
sense novel ? 

Mr. Bereson. Well, the court of appeals, as I recall it, decided the 
case on the ground that it was not illegal to fix maximum prices. | 
certainly regarded that as novel. The other issue in the case—well, 
I do not think this issue was raised in the court of appeals opinion but 
the question of whether or not two wholly owned subsidiaries could 
conspire with one another. I do not recall whether that was in the 
court of appeals decision. 

Mr. Mrrcnett. That was raised in the Supreme Court ? 

Mr. Bereson. It was raised in the Supreme Court; yes 

Mr. Mrrcnect. Was that a new point in the Supreme C ourt ? 

Mr. Berason. I believe it was. 

Mr. Mirene.t. And you felt it was not, however, a landmark case ¢ 

Mr. Bereson. Well, I do not know what you mean. I do not think 
that is a landmark case; no. 

Mr. Mrrenetn. I am asking you as an expert on antitrust law, 
which I am not. 

Now the Government, however, thought that this was a case of suf- 
ficient importance to intervene in the case and take the same position in 
the litigation that Kiefer-Stewart had, did it not? 

Mr. Bereson. I assume so if it filed an amicus brief on their behalf. 

Mr. Mircneti. And your opinion as given to the client—as the 
client has told us, so we are not asking you to violate any confidential] 
relationship—was that Kiefer-Stewart would win this matter? 

Mr. Bereson. It was a pretty good guess, was it not ? 

Mr. Mircnecy. It was a good guess; yes. And I think a lot of inde- 
pendent liquor distributors are most grateful. 
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Do you think that the pendency of an antitrust claim like this in 
Indiana, in 1947, 1948, and 1949 would bear some relation to an inquiry 
into antitrust charges against the liquor industry ‘ 

Mr. Berason. Let me answer that in two w: ays. While I was in 
charge of the Antitrust Division it was my policy—and I think it is 
still the policy of the Division—never to open up an investigation 
where a triple damage action is pending, so that the Division would not 
be subject to the ¢ cha arge that they were using appropriated funds for 
antitrust enforcement to aid a plaintiff in a triple-damage action until 
it reached an appellate stage when a major question of law might be 
nvolved. They never were interested in questions of facts so far as 
triple-damage actions are concerned. 

Secondly, this was a situation involving wholesale liquor dealers in 
Indiana. There were charges and countercharges as I recollect and 
it certainly was not a matter that would have been of any consequence 
in a major antitrust investigation of the liquor industry. 

Mr. Mircuetyi. The matter had gotten out of the trial stage by June 
of 1949, actually. Therefore, that was during the course of this survey 
that was being made. 

Mr. Bereson. Yes, but in the trial court the court merely found 
that there had been a violation and assessed damages. 

Mr. Mrrcnety. So that would not have operated as a bar under your 
own rules to conduct an investigation if you did know about it? 

Mr. Brreson. I don’t think there was any purpose in conducting an 
investigation. 

Mr. Mireneny.. That is what I am getting at. You say there is no 
point in making an investigation of an antitrust inquiry into the 
liquor industry, or to make an inquiry into a complaint of price-fixing 
ora hoycotting of a dealer ? 

Mr. Bercson. We have the conclusions and the charge of the court 
to the jury, we had the jury verdict, and the record of the case was 
available to us. Why make an investigation of it ¢ 

Mr. Mircuetyt. Was it a part of appraising an antitrust investiga- 
tion to learn that one distributor in Indiana had to be involved in an 
antitrust violation / 

Mr. Bergson. That was a local situation. We were investigating 
at that time a monopoly situation to see whether or not there was a 
violation—there was unlawful concentration in the industry. We 
had all we needed from that case available to us without going out and 
investigating it any further. 

Mr. Mitcueii. But it did not amount to much because it was local, 
is that it ¢ 

Mr. Brercson. Well, it showed that there was a conspiracy, if you 
want to call it a conspiracy, between these two wholly owned sub- 
sidiaries, in the Indiana area. 

Mr. Mircnetu. That is a significant fact, is it not, where you are 
trying to establish a conspiracy / 

Mr. Brrason. Between Seagrams, Hiram Walker, and Schenley ? 

Mr. Mrrcnent. Your inquiry was not restricted to that. You were 
trying to find out if one was dominating; weren't you’ Seagrams was 
the bi; ggest one; was it not / 

Mr. Berason. That has no bearing on the dominance. 
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Mr. Mircnety. But you were trying to determine Whether one was 
a violator and not necessarily that all were, were you not ? 

Mr. Bercson. We were trying to find out whether there was a 
monopolization of the liquor ‘industry. If I were setting out to find 
out whether one was monopolizing the industry I would have stopped 
before I started. 

Mr. Mrrceneii. This was evidence that one was, in one place, was 
it not ? 

Mr. Berason. No. Monopolizing the liquor industry ? 

Mr. Mritcue.t. No, I say it was evident that one of the Big Fow 
had violated the antitrust laws in one case. 

Mr. Bereson. Oh, sure. 

Mr. Mrreneti. And the Seagrams Co. paid $1 million, plus. What 
I am getting back to now is, did you know about it? When did you 
first hear about it / 

Mr. Bereson. I first heard about it, I believe, when the court of 
appeals decision first came out. I personally heard about it. 

Mr. MitcHeti. From whom did you hear about it / 

Mr. Brreson. My recollection is—and it is hazy—but my recollec 
tion is that the chief of the Chicago office sent in a memorandum. 

Mr. Mircuec.. The antitrust office ? 

Mr. Breroson. Yes. 

Mr. Mircnexy. Did you ever talk about it with any of the counsel 
of the case ¢- 

Mr. Brereson. Never. 

Mr. Mrircnety. For either party / 

Mr. Bereson. Not that I recall. 

Mr. Mrrcneiy. You referred in your statement to this grand jury 
investigation lasting over a period of 2 years—1943 and 1944. You 
regarded that as a pretty thorough job, did you ? 

Mr. Berason. I cert: ainly did. 

Mr. Mircner .. Did you have any part of it? 

Mr. Berason. No. 

Mr. Mircnett. But you had the result of that effort related to you? 

Mr. Bereson. Oh, yes. 

Mr. Mircue tt. Was one of the elements of its thoroughness the use 
of the grand jury ? 

Mr. Brer@son. Oh, I think so. 

Mr. Mircueiyi. That was part of the confidence that you had in it. 

Mr. Beroson. I would not say that. I think that the 1943-44 in- 
vestigation was an extremely thorough investigation. 

Mr. Mrrcneny. No evidence was ever presented to a 
though, was it? 

Mr. Berason. No. As TI say, I had no part in that case but as | 
understand it the staff reached the conclusion that there was no reason 
to submit any evidence to the grand jury because there was not any 
violation that they could find from the evidence that they had. 

Mr. Mircne.t. The only part that the grand jury had in this thing 
was that it enabled you to subpena the rec ords; is that it / 

Mr. Bereson. That is right. 

Mr. Mrronent. Because there was not any evidence ever given to 
the grand jury ? 

Mr. Bereson. I understand that. 


grand jury 
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Mr. Mircue.t, Now you referred to this conference that you had 
with Mr, Joyce in April 1949. What was the purpose of that / 

Mr. BereGson. I testified that he came in and said he would like to 
yneet me. 

Mr. Mircueti. Do you have people coming in that way quite often ? 

Mr. Bercson. Upon frequent occasions, yes. 

.Mr. Mrrcne... Just wanted to make your acquaintance / 

Mr. Bereson. That is right. 

Mr. Mrrenevt. What did you discuss with him ¢ 

Mr. Bercson. Just discussed the fact that it was nice to meet one 
another. That he represented National Distillers and that there may 
be an occasion when he might have business with me and he would 
like to know me. 

Mr. Mireneti. What - you say ¢ 

Mr. Bergson. I said, “I am very happy to know you and I will be 
very happy to see you at any time you want to come in.” 

Mr. Mircuett. Was that the only reference to the liquor business? 

Mr. Brreson. That is my recollection. 

Mr. Keatinc. He did not have any samples, did he ? 

Mr. Bereson. Unfortunately, no, Mr. Keating. I understand I 
could not have shared them with you if he had, though. 

Mr. Mircue.y. You got this report from Mr. Branham. You testi- 
fied that you recall nothing about a memorandum but you did discuss 
the report that substantial contributions had been made ? 

Mr. Brreson. That is right. 

Mr. Mircueti. Did you ask for details about it ? 

Mr. Bereson. As I say, my recollection was that it was in Febru- 
ary. At that time he had submitted to me his memorandum of No- 
vember 18 and I was considering it. He told me, as I said in my state- 
ment, that the local lawyer for one of the companies had told him that 
the president of another company was claiming that because of large 
contributions that he had made to the Democratic National Committee 
that he had nothing to fear from the Antitrust Division. As to who 
those independents are, I think Mr. Branham told me who they were. 
Ihave a recollection of whose names he mentioned. 

Mr. Mrrcueiti. We will avoid putting those in the record because 
there is no proof that it was true. 

Mr. Brreson. That is right. 

Mr. Mircueii. Did you make any further investigation of the 
matter ¢ 

Mr. Brereson. No. 

Mr. Mircue.y. Did you talk with the Attorney General about it / 

Mr. Bereson. I did not talk to the Attorney General about-it. I 
spoke to the Attorney General on one occasion after I had already 
ordered this survey to be made and told him in the course of report- 
ing on other work that I had the record and he said nothing about it. 

r. Mircue.t. Was there any discussion of an antitrust investiga- 
tion with the Attorney General ? 

Mr. Bereson. No. I had complete authority over these investiga- 
tions and there was no occasion to discuss it. 

Mr. Mircuett. Did you make any inquiry of the National Demo- 
cratic Committee ? 

Mr. Bereason. No; I was not concerned with that. That was not my 
primary reason for reopening the investigation. 
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Mr. Mircneti. What was your primary reason / 

Mr. Brereson. My primary reason for reopening the investigation 
was that they had this 1943-44 grand jury and the decision of the 
staff at that time was to wait and say, “Let’s see what the situation 
is after prices go off,” and also I was somewhat concerned myself about 
the heavy concentration in the liquor industry. And it was on the 
basis of that that the investigation was opened. . 

I think that maybe this rumor of a contribution may have moved 
me along a little faster but it certainly was not the reason that I de- 
cided to reopen it. It was not the motivating reason, 

Mr. Mircnenn. Was it the most important or among the most im- 
portant survey or investigation that you had under way at that time? 

Mr. Bereson. That? 

Mr. Mrrenew. I am asking you. 

Mr. Berason. No. We had at that time, Mr. Mitchell—it might be 
a good idea if I stated this for the record. 

Mr. Mirenet. I want to ask you another question. You said, “I 
wanted the most competent personnel in the section to conduct the 
investigation.” 

Mr. Bereson. I wanted a thorough job done but it was not the most 
important one. 

Mr. Mrrenety. But you put the most competent personnel you had 
on it. 

Mr. Berason. We had the most competent personnel available. 

Mr. Mireneiy. I did not say that. That is what you said in your 
statement. 

Mr. Bercson. The most competent personnel available ? 

Mr. Mrrcneti. It was among the feast important matters—— 

Mr. Berason. I said it was not the most important matter. 

Mr. Mrrcuet. Was it middling or the least or where was it? You 
say it was not the most important. How do you classify it ? 

Mr. Bereson. Well, 1 would say that it was an important investi- 
gation. Quite far from the most important investigation. 

At that time we had under way about 300 investigations. We had 
actually on file and in the pretrial stages or trial stages, some 125 cases. 
We were filing cases while I was in charge of the ‘Antitrust Division 
at the rate of five or six a month and while I hesitate to say this I 
might say that during my period in the Antitrust Division which was 
2 years and 3 months, I filed more cases than had been filed in the 
preceding 414 years. 

In that case, that liquor investigation took its place in the normal 
pattern. It was not the outstanding investigation. It was an im- 
portant investigation but we have a lot of important cases and we 
had a lot of important investigations under way at that time. 

Mr. Mrrenett. There should be an amendment, really, of your 
statement to the committee that you wanted the most competent per- 
sonnel available. 

Mr. Bereson. I think that is trivial but I think that is all right. 

Mr. Mircue tt. Then you say that you also wanted a new staff 
because a fresh approach was desirable. Why did you ask for this 
fresh approach to the same old material? Why did you not go out and 
use that time to make an inquiry of people who might have some facts 
on this matter ? 
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Mr. Bergson. I am glad you asked me that. 

Mr. Mircnety. I am glad, too. Now you can tell us the answer. 

Mr. BerGson. Because | did not conceive it my job—and I stated 
that in my statement—to go out and solicit complaints against any- 
body. I did not conceive it my job to convene a grand jury unless I 
had probable cause to justify the convening of that grand jury. I 
did not conceive it my position to go out and harass people on the basis 
of insuflicient evidence. I wanted a one study made to deter- 
mine whether or not we should call a grand jury and to determine 
whether or not we should have a full fie ‘Id investigation, and the result 
of that study was—and you have the recommendation—that such a 
full field investigation would accomplish little or nothing; you would 
not know what to ask the FBI to look for. 

Mr. Mrrene.. I do not agree with that, sir. There was a memo 
randum prepared, was there not, for the FBI to go out ? 

Mr. Bereson. Yes; but it was not recommended that that course 
of conduct be pursued. 

Mr. Mrrene... That is true but there was a draft of a memorandum 
to the FBI giving them instructions as to what to do and where to go. 

Mr. Bergson. And to conduct what I would characterize as a com- 
pletely in-the-dark fishing expedition. 

Mr. Mircueuy. I thought it was a rather good job by Mr. Kirk- 
patrick, 

Mr. Brereson. Mr. Kirkpatrick was not so sure it was such a good 
job. He said it was the best that could be done under the cireum- 
stances. 

Mr. Mircnetn. I am talking about the memorandum that he 
prepared. 

Mr. Bercson. The memorandum is a very able job. 

Mr. Mrrcenecyi. I am talking about the memorandum he prepared 
for possible use to be transmitted to the FBI. 

Mr. Bereson. If that investigation had been conducted, the one 
that he recommended, it would have taken a corps of FBI agents, I 
would say a minimum of 1 year to conduct that investigation. A 
minimum of a year. 

Mr. Mrrcnetnt. How many in that corps? 

Mr. Bereson. Well, five, six, seven, or eight. 

Mr. Mrrcneuy. Didn’t you have four or five people work from 
April until at least September and then 3 months later 

Mr. Brreson. If they had not done that, they could not have pre 
pared the FBI memorandum. 

Mr. Mrrcnevit. Was it not about the same amount of time used ? 

Mr. Bercson. Well, certainly. But how much do you spend on the 
thing ? 

Mr. Mrrcneui. After that you had another man make a review of 
Mr. Kirkpatrick. 

Mr. Bereson. That is right, to see if he could come up with some 
theory which would justify our going out and making a full field 
investigation. 

As a matter of fact, Mr. Mitchell, I consider this, the handling of 
this case, a model of the handling of an antitrust investigation. 

Mr. Mrrcue tt. Is that so? 

Mr. Bereson. I do. 
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Mr. Mrreneiy. I would like to make another inquiry: You said 
that you did not want Mr. Branham assigned to the investigation be 
cause “I knew he had discussed possible employment with representa- 
tives of one or two of the major liquor companies.” 

Are you able to specify what this knowledge was? 

Mr. Bereson. I can only say that the information I had came from 
Mr. Branham himself. He sat in my office and told me that he had 
cliscussed employment with one or two of the liquor companies. 

Mr. Mircneti. Do you think there is anything wrong about that? 

Mr. Berason. No; I do not. 

Mr. Mrrenevit. Why did you disqualify him or use that as one of 
the reasons? 

Mr. Bereson. I do not think he should work on a case involving 
them. I do not think there is reason why he should not discuss em- 
ployment with anybody but I do not think he should work on a 
case involving them. 

Mr. Mrreneci. Let us come back to ‘you. Do you represent people 
now who previously had your attention in the Departime nt of Justice / 

Mr. Brreson. Now, Mr. Mitchell, I think that that is not a fair or 
proper question. 

Mr. Mrrene wi. Well, Ido. I think it is a very fair one. You have 
put yourself in one position and another man in another. 

Mr. Bergson. Oh, no; you asked an entirely different question. I 
said I did not think it was proper for a man who had just discussed 
employment with a company to work on an investigation involving 
that company while he was in the Department of Justice and I still 
think that. I will give you another answer if I may: I do not think 
it would be improper for a lawyer who has been in the Department 
of Justice to leave the Department of Justice and do work for com- 
panies who have been involved in antitrust proceedings, provided he 
does not work on any of the matters that came to his attention while 
he was in the Antitrust Division. 

Mr. Mrrceuevi. And you must feel that same way about your par- 

ticipation in the Paramount matter before the FCC, do you not? 

Mr. Bereson. That is right. 

Mr. Mrrene yt. But Paramount was involved in one of the most im- 
portant antitrust cases that came up during your time there, was it 
not ¢ 

Mr. Bereson. That is right. 

Mr. Mrrenett. And now the matter before the FCC involves a 
merger of that company and a radio company, does it not? 

Mr. Berason. That is right; which had nothing to do with the mat- 
ter pending before me when I was in the Antitrust Division. 

Mr. Mrrcenevyi. But was there not a serious question as to whether 
the Department of Justice Antitrust Division would or would not 
assist the Federal Communications Commission in the consideration 
of that case? 

Mr. Berason. I do not see where that makes any difference whatso- 
ever. 

Mr. Mrrene i. Was there not such a question ? 

Mr. Berason. I would assume so. I would assume they would have 
considered it. 

Mr. Mrrenei. Did that question not come up while you were in the 
Department of Justice as head of the Antitrust Division ? 
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Mr. Berason. No. The merger was not even discussed or consum- 
mated until after I had left the Department of Justice. 

Mr. Mircnetyi. And there is no connection between the two at 
all? 

Mr. Bereson. Absolutely none. 

Mr. Mrrcnett. Is there any intervention on the part of the De- 
partment of Justice to this date? 

Mr. Berason. Not that I know of, although they have had observ- 
ers at the hearings. 

Mr. Mircuett. Members from what division; do you know? 

Mr. Bergson. The Antitrust Division. 

Mr. Mrrcue yi. When did they first appear ? 

Mr. Bergson. I think the first day of the hearing. 

Mr. Mrrcenect. When was that ? 

Mr. Bereson. February 4. 

Mr. Mrreneti. Of what year? 

Mr. Bereson. This year. 

Mr. Mircueuy. When was the petition filed ¢ 

Mr. Bercson. The petition was filed last summer. The merger 
agreement, as I recall, was consummated in May 1951. I left the 
Department in September 1950. 

Mr. Mircnevy. Let’s get those dates clear in the record, Mr. 
Bergson. 

Mr. Bereson. I think you should. 

Mr. Mircue i. Well, we will do it anyway. 

Mr. Bereson. Well, you mean you do not think you should do it? 

Mr. Mircue.. I mean even if you do, I do not see why we should 
have differences on those things. 

You entered the employ of the Department of Justice when? 

Mr. Bereson. The Department of Justice ? 

Mr. Mirceney. Yes. 

Mr. Berason. 1934. 

Mr. Mircueti. And when did you go into the Antitrust Division? 

Mr. Brereson. June of 1948. 

Mr. Mrircnetyt. And when did you leave the Antitrust Division? 

Mr. Bereson. September of 1950. 

Mr. Mircneii. And did you also leave the Department of Justice 
about that same time ? 

Mr. Bereson. Yes; I went into private practice. 

Mr. Mircneti. And September of °50, from that date down to this 
date have you been in private practice ¢ 

Mr. Berason. Well, yes; with qualifications. 

Mr. Mircue i. That is you have had some public things to do. 

Mr. Bereson. Yes. I was general counsel of the Office of Defense 
Mobilization from December 28, 1950, to July 1, 1951. 

Mr. Mircue.y.. Was that a position of employment that disquali- 
fied you from private practice? 

Mr. Brereson. No. 

Mr. Mrrcene.i. In matters involving the Government ? 

Mr. Berason. No. 

Mr. Mircueti. You were permitted to go ahead ? 

Mr. Berason. I was specifically exempted by statute—I, not per- 
sonally—but there was a specific statutory exemption for people work- 
ing for that agency. 
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Mr. Mirene tt. Your firm name was what in September 19504 
Mr. Bercéson. It was Bergson & Adams in September 1950. 
Mr. Mircunetit. Who is Adams? 

Mr. Bereson. Adams is a man who has practiced—Albert. F, 
Adams has practiced law locally in the District of Columbia for some 
20 years. 

Mr. Mrrenerts. And you joined him, did you? 

Mr. Berason. He and I joined each other. 

Mr. Mircuecyi. And after joining each other, who joined with you 
two/ 

Mr. Berason. Mr. Borkland. Herbert Borkland. 

Mr. Mrrene... He was your former assistant / 

Mr. Bereson. That is right. 

Mr. Mirceneti. When did he arrive? 

Mr. Bereson. In November 1950. 

Mr. Mrreneu.. Did he continue acting in charge of the Anti- 
trust Division 4 

Mr. Bergson. No; he was not in charge of the A’ntitrust Division. 

Mr. Mrrcnetnt. When did he resign ? 

Mr. Brercson. He resigned in November 1950. 

Mr. Mirenenn. Did he continue in the Antitrust Division ? 

Mr. Bergson. No; he left the Department in November 1950, 

Mr. Mrrenev.. But did he leave the Antitrust Division when you 
did ? 

Mr. Bergson. No; he stayed on there. 

Mr. Mirenetn. Then you left in September 1950 ¢ 

Mr. Bereson. I left September 30. 

Mr. Mrrenett. And he stayed on in the Antitrust Division until 
November what ? 

Mr. Bereson. I am not sure what the date was, but I think it was 
the latter part of November. 

Mr. Mirenren.. Then he joined your firm ? 

Mr. Bereson. That is right. 

Mr. Mrrene yt. And after that did Mr. Peyton Ford join your firm / 

Mr. Berason. That is right. 

Mr. Mircnett. When was that? 

Mr. Bereson. I think it was the end of September or October 
1951. 

Mr. Mircnets. A year later. Now going back to this problem of 
employment by people who have to do with the business, did you make 
your plans for that partnership before you left the Department of 
Justice / 

Mr. Bergson. Mr. Mitchell, I will be happy to answer those ques 
tions, but I consider them probably the most improper questions that 
I have ever had to answer. 

Mr. Mrrene.y. I think you may end up with a separate inquiry 
in this committee. 

Mr. Berson. Well, let us have it a separate inquiry. I do not see 
where it has anything to do with the liquor industry, but I will tell you 
anyway. It does not make any difference. 

Mr. Mrrcnet. Ver y well, we will get along. 

Mr. Cuevr. I am very happy to hear you say that because after 
all, Mr. Bergson, you brought yourself into this thing so I am per. 
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mitting Mr. Mitchell to go at some length here. I am trying to 
protect the rights of everybody and the committee certainly has a 
full intention of doing this, but you injected yourself into this thing. 

Now you know the rule of the court. 

Mr. Bereson. Mr. Chairman, I might say I injected myself into 
this thing because I felt that I was the man who probably knew most 
about this liquor inquiry. 

Mr. Cnetr. You have not convinced me that you know more about 
it than anybody else; I will tell you that. 

Mr. Bereson. Well, I feel that I did. 

Mr. Cuetr. You are entitled to your opinion and the Chair is 
entitled to his. 

Proceed, Mr. Mitchell. 

Mr. Mrrcneuy, I will come back and ask you a question to expand 
on that a little later, about your reason for coming in, but let us get on 
with these dates and statistics, now. 

The question was: Did you determine on this private law-practice 
partnership before you left your duties at the Department of Justice? 

Mr. Bereson. I have known Peyton Ford since 1945, and he and 
I were close personal friends; and we had, I think, on from 1946, 
planned sooner or later to go into private practice together. 

Mr. Mircueuyi. The same is true with Mr. Borkland ¢ 

Mr. Bercson. No. I have known Mr. Borkland even longer than 
1 have known Mr. Ford. Mr. Borkland was a classmate of mine in 
law school, but it was not determined that he would go into partnership 
with us until he resigned. 

Mr. Mrreve yi. In November? 

Mr. Bercson. That is right. 

Mr. Mircuetx. But it had been determined earlier, when I suppose 
Mr. Ford could disengage himself, that he would join you? 

Mr. Bereson. That is right. Asa matter of fact, Mr. Mitchell, in 
August of 1949 or July of 1949, Mr. Ford and I both requested—I think 
it was August of 1949—we both requested permission to resign, from 
Mr. Clark, who was then Attorney General, and he granted us that 
permission, and we were both planning to resign. W hen Mr. McGrath 
came in he asked us if we would please stay on, and we abandoned our 
personal plans for that reason, and I resigned when Mr. McGrath let 
me go, and Mr. Ford resigned when Mr. McGrath let him go. 

Mr. Mircueyi. You stayed on another year, and he stayed 2 years? 

Mr. Brreson. That is right. 

Mr. Mircue.u. I am also interested in this answer you wanted to 
give also, about your feeling that you knew about this and should 
have been interviewed or called. You regard this as a personal thing, 
do you? 

Mr. Bergson. Not at all. I was in charge of the Division, and 
some very, I thought, unfounded charges had been made against the 
Division; and I felt it was my obligation to the men in the Antitrust 
Division, for whom I have the highest respect and admiration and 
whose integrity I think cannot be questioned, to come down here and 
stand up for them to the best of my ability. 

Mr. Mircnett. So far as knowing most about it is concerned, did 
you think you brought any information down here in your memo- 
randum and in your opening statement that we did not have? 

Mr. Bergson. I do not know. 
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Mr. Mircue.t. The only question was the matter of the credibility 
of Mr. Branham, and outside of that I think we had the facts; did we 
not ¢ 

Mr. Bereson. I do not know what facts you had. 

Mr. Mrreneu. And one of the complaints you made in your state- 
ment was that the memorandum prepared and summary made by Mr. 
Kirkpatrick should be put in the record, and substantially that al- 
ready has been put in the record. 

Mr. Bereson. No; the last three paragraphs were put in the record. 
I do not think the significant portions of the conclusions were put in 
the record, at all. 

Mr. Mircneny. If you would like to have an additional part of that 
put in, I will be very glad to do it. I will tell you now, however, the 
background of that, and I will remind the committee that there was 
a question. 

When the Department of Justice first prepared and submitted to me 
that memorandum of May 13, 1952, Mr. Perlman and Mr. Morison and 
Mr. Baldridge considered—Mr. Collier and I were present—whether 
or not there would be any prejudice to the Government’s position in 
letting this become public. And one of the questions they were 
concerned about were the references in that memorandum to oligopoly. 
I preferred to take the memorandum, unless I was free to submit it 
to the committee, and make use of it; and in the final result Mr. 
Baldridge said, “Well, the 1943-44 matter is over and done with, and 
I see no problem about that, and probably the same thing is true about 
the 1949.” 

I said, “Well, I will do my best to avoid putting that in the public 
record.” 

Now, we are under no limitations. If you feel that any injustice 
is done to your former a we will be glad to put it in. 

Mr. Berason. So far as I am concerned, I do not care whether you 
put it in or not. I think that is up to them. I do think, however, 
that that portion which you did put in does not completely show the 
picture and that there are several prior paragraphs of, I think, very 
great significance. 

Mr. Mrrcnert. You have been advising the Department people 

right along about this; have you not ? 

“Mr. Bexeson. I have talked to them, certainly. Why should I not? 

Mr. Mrronett. Why do you not consult them again and, if there 
is any feeling about it, we will be glad to put it in. 

By the way, did you see before you came here the testimony in the 
executive hearings? 

Mr. Berason. No; I did not. 

Mr. Mircne.y. Did you see a summary of it? 

Mr. Bereson. No; I did not. 

Mr. Mrrene ci. The purchase of the copies of the hearings as they 
have gone along has been on your own hook; has it ? 

Mr. Berson. Yes, unfortunately. 

Mr. Mircnevy. Iam sorry you had that expense. If you had asked 
me, I would have been glad to have loaned you a copy, I am sure. 

I am interested in those complaints. You say around 1,400 a year 
came in while you were there ? 

Mr. Bereson. That is right. 
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Mr. Mircue i. That is about 116 a month. Do they flow in pretty 
steadily ¢ 

Mr. Berason. I would say so; yes. 

Mr. Mrrene.y. Do they cover all branches of industry ? 

Mr. Bergson. Oh, yes; and everything else besides. 

Mr. Mircne i. That means complaints ¢ 

Mr. Bergson. Well, a lot of people who imagine they are the victims 
of antitrust violations and have unusual theories on what the antitrust 
laws are supposed to do, and we—when I say “we” I mean the Depart- 
ment—screen the complaints, and usually it is found that about one 
out of five has no merit whatsoever, and it is discarded and is not 
followed up. 

Mr. Mircne... We had evidence here from an attorney in Chicago 
named Downs, who had an acknowledgment of a letter sent to you, 
in your hame. 

Mr. Bergson. I saw that, but I had no recollection of that. 

Mr. Mircueti. Would you regard that correspondence as qualifying 
as a complaint ? 

Mr. Brereson. Well, I assume so, because I understand he was af- 
forded an opportunity to come in and talk. Whether he availed 
himself of that, I do not know. 

Mr. Mrrcue.i. He did come in and have a talk, and he was to have 
another talk. 

Mr. Bereson. That is what I mean. The letter which bore my sig- 
nature—which I do not recall, and 1 may never have seen, for that 
matter—invited him to come in again. The record does not show 
whether he came in or not. I do not know whether he did or not, but 
had he come in and had anything to back up what he previously said 
we might have been interested in it. 

Mr. Mircuerv. You say that a skilled antitrust lawyer must deter- 
mine whether the hurt in an economic coalition here results from the 
normal workings of a competitive system or from antitrust violation. 
That is true; is it? 

Mr. Bereson. Yes. 

Mr. Mrrcewe yt. Grand juries are not much help in that field then; 
are they ? 

Mr. Brreson. Well, the grand juries are well advised by skilled 
antitrust lawyers. 

Mr. Mircue i. That is really the net of it; is it not ? 

Mr. Brereson. But the determination as to whether or not a matter 
should be presented to a grand jury is made by a skilled antitrust 
lawyer, too. 

Mr. Mrreveiy. Did you at that conference in April tell Mr. Bran- 
ham to go easy and not swing his weight around the way you heard 
he was? 

Mr. Bereson. I do not recall that I said “Go easy,” but I know 
doggone well I told him not to do what he was charged with doing, and 
that I would not tolerate it any further. I think that any lawyer 
in the Antitrust Division who goes around making threats like that 
has no place in the Antitrust Division. 

Mr. Mircnett. Even though he and the people he made them to 
would know they could not be carried out 

Mr. Bereson. If he did not think the threats had some meaning, 
he would not have made them. 
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Mr. Mircneti. Where did you get that report on threats ¢ 

Mr. Bereson. I do not think I testified to that because I cannot be 
sure where I got it from. Asa matter of fact, I heard two or three 
complaints about that time about him on that score. 

Mr. Mircueti. Did they come from people in the liquor industry ? 

Mr. Brereson. No; I think they came from people in the Division. 

Mr. Mircnett. Where did they get their information ¢ 

Mr. Bereson. My understanding is that they got the complaint 
from the people who had been threatened. I never talked to any of 
these people in the liquor industry. 

Mr. Mrrcuets. Did you ever talk to Mr. Kronheim ? 

Mr. Berason. Never talked to him; no. 

Mr. Mircueti.. You do not know whether that information came 
from him, through somebody else, and then to you? 

Mr. Bereson. I do not know whether it came from him, but I heard 
his testimony this morning, so it might well have come from him. 

Mr. Mrrenei.. But you do not know whether it did or not? 

Mr. Berason. No. 

Mr. Mircnett. Do you recall to mind any investigation that you 
ever made of an industry that might be characterized as having a 
“hoodlum element” in the retailing or wholesaling end of the busi- 
ness ¢ 

Mr. Berason. I was just trying to think of some cases where some 
pretty rough stuff was used, if that is what you mean by “hoodlum.” 

Mr. Mrrenetn. Are you not more apt to find price fixing and boy- 
cotts and restrictive practices and such things among people who are 
accustomed to violating the law? 

Mr. Bereson. I do not think this is a fair way to refer to it. 

Mr. Mrrcnety. Do you have any information on investigations you 
have made into a business that brought that forward ? 

Mr. Bereson. The only investigation that I recall is one involving 
efficiency up in Philadelphia, where some pretty drastic tactics were 
used, and we made an investigation in that case and we prosecuted 
the violator criminally and convicted him, and I think he got a sus- 
pended sentence. 

Mr. Mircuety. For the tactics or for violation of the antitrust 
laws? 

Mr. Bereson. Violation of the antitrust laws. 

Mr. Mircue.y. You prosecuted him on that? 

Mr. Berason. The Antitrust Division had no jurisdiction over the 
Antiracketeering Division, and things like that. 

Mr. Mircuent. After all, hoodlums are known as pretty capable 
enforcers when agreements are made. Is that not your experience ? 

Mr. Brrason. But when you have a hoodlum enforcer of that kind 
you also have a complainer right away, too, and we had no such 
complainers. 

Mr. Mireneit. Have you ever run into an occasion where those 
people who get enforced are afraid to talk? 

Mr. Brrason. Oce: asionally, sure. 

Mr. Mrrcnet.. They do not always talk when they are questioned ? 

Mr. Brrason. No. 

Mr. Mirenety. That is all, Mr. Chairman. 

Mr. Cuetr. No mare questions. 
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Are there any more witnesses, Mr. Mitchell ? 

Mr. Mircnetn. Mr. Williams has some more people. 

There was some testimony taken in executive session which Mr. 
Williams would like to place in the record. 

Do you want to read it? 

Mr. Wiiuiams. Yes. 

Mr. Mircnenn. It is Messrs. Kramer and Underhill. I would also 
like to have Mr. Underhill’s testimony go in. There will be no reason 
to bring him in here, and it will be very quick. 

Mr. Cottier. You want this read ¢ 

Mr. Cuetr. Yes. Proceed. 

Mr. Couvrer (reading) : 


TESTIMONY OF Victor H. KRAMER, CHIEF, GENERAL LITIGATION SECTION, ANTI- 
rkRUST DIVISION, DEPARTMENT OF JUSTICE, AND WILLIAM A. UNDERHILL, ASSIST- 
ANT ATTORNEY GENERAL IN CHARGE OF LANDS DIVISION, DEPARTMENT OF JUSTICE 


Mr. MircHetyi. Please state your name and address 

Mr. Kramer. Victor H. Kramer, 6420 Luzon Avenue NW., Washington, D. C 

Mr. MITCHELL. You are an official in the Department of Justice’ 

Mr. KRAMER. I am Chief of the General Litigation Section of the Antitrust 
Division. 

Mr. MircHe.t. And your name? 

Mr. UNDERHILL. William A. Underhill, 1830 K Street NW., Washington, D. C. 

Mr. MircHeLL. Your position r 

Mr. UNDERHILL. Assistant Attorney General in charge of the Lands Division. 

Mr. MIrcHeELL. As I explained to these gentlemen, I wanted to clear up some 
small items in the testimony here, and I apologize to them both for asking them 
to come up here on such a small errand, 

First, Mr. Kramer, you know Mr. Ernest Branham? 

Mr. KRAMER. Yes. 

Mr. MircHe._t. He was one of your employees in the course of your experience 
in the Department of Justice? 

Mr. KRAMER. Yes. He was working under my direction for a short time. 

Mr. MiTcHELL. Do you recall the period offhand? 

Mr. Kramer. If you give me a moment to reflect, I think I can. I believe it 
was from January 1947 until January or perhaps February 1948. 

Mr. MITcHELL. Was Mr. Sonnett then the Assistant? 

Mr. KRAMER. Mr. Berge was in the process of leaving. Mr. Sonnett was in 
office throughout the time—and that shows I have given the wrong date; the 
date on which he left my jurisdiction must have been a year later; it must have 
been either late in 1948 or early 1949. 

Mr. Bergson was Assistant Attorney General under Short for a portion of 
that period. 

Mr. MircHett. Somewhere along in early 1947 you recall that Mr. Branham 
Was supervising an FBI investigation of the cooperage industry? 

Mr. Kramer. Yes; there was a time when he was supervising it, and there was 
a time when he was working with another man whose position with respect to 
his—it is best described as that of coworker. The other was Edward Kenney. 
Mr. Branham started in charge of the investigation. 

Mr. MircHELL. Branham had laid out the course and instructions to the FBI 
to be followed? 

Mr. Kramer. Yes; and the course, so far as I recall, was not particularly or 
significantly modified when Mr. Kenney came on. 

Mr. MircHecyt. Then, when you had under you—was it Mr. Charles Hamill? 

Mr. Kramer. Yes. 

Mr. Mircuecy. And then Mr. Branham was Hamill’s subordinate? 

Mr. Kramer. Thatisright. You have the chain correct now. 

Mr. MircHeE.Lt. I see some of these memoranda are addressed to you and to 
Mr. Hamill from Mr. Branham. 

Mr. Kramer. That is correct. 

Mr. Mircuetit. What I am getting to now was, early in 1947, after that inves- 
tigation had progressed, do you recall a conference with Mr. Hodges and yourself, 
first, and then another one when you three went to see Mr. Sonnett, to discuss 
what you ought to do as a result of that cooperage investigation? 
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Mr. Kramer. I do not remember, of course, any particular conference, but 
I am positive that conferences such as you described with the persons you 
described were held that I attended. 

Mr. MiTcHeLL. That is good enough. Perhaps I can help you recollect the 
substance of it. Did Mr. Branham present to those people the findings of the 
FBI investigation and make a recommendation? 

Mr. Kramer. Yes; there was a general discussion of the results of the inves 
tigation and further discussion as to where we would go from there. 

Mr. MiIrcHELL. What was the recommendation and what was the decision? 

Mr. Kramer. I would be guessing as to the recommendation. I remember thi 
decision quite well. 

Mr. MITCHELL. Just as best you can remember. 

Mr. Kramer. As I recall it, we had found that some or all of the major dis 
tillers had acquired from time to time, during the war and perhaps continuing 
after the war, a great number of the hitherto independent producers of new 
white-oak cooperage. The consequence was the smaller distillers—and I par 
ticularly remember the American Distilling Co., of Pekin, I1l.—found themselves 
without an adequate available supply of new white-oak cooperage. The conse 
quence was that they could not produce what, under regulations in this country 
we choose to term “bourbon whisky.” It had to be in a new white-oak cask. 

There was discussion in these conferences as to whether it was not the thing 
to do to get the regulation changed so that you could call bourbon whisky such 
whether it was in a new or a charred barrel. 

Mr. Mironeci. And still call it bourbon cooperage. 

Mr. Kramer. That is right. 

That led us to the Aleohol Tax Unit in the Bureau of Internal Revenue. That 
name may have been subsequently changed. 

As I recall both Kenney and Branham, as well as myself and I think Mr 
Hodges—I am not sure of that—concurred that that would be a short-cut to 
solving the problem. 

Antitrust violation was difficult. You were in a new field. You had here a 
typical, vertical integration problem and the law did not seem too clear and this 
seemed to us a rather short and easy solution. 

We recommended that we be permitted to make representations to the Bureau 
of Internal Revenue along the lines of getting the regulations changed. There 
were at that time hearings pending between the industry and the Bureau, or 
they had just concluded those hearings and decision had not been forthcoming 

Now I cannot remember this but I assume that Mr. Berge must have approved 
it because I doubt that I would have authorized anyone to go over there without 
the approval of my Assistant Attorney General. At any rate, we did go over 
there. 

Mr. MircHe.i. To the Alcohol Tax Unit? 

Mr. Kramer. Yes. I never went over but either Mr. Kenney or Mr. Branham 
or both of them went over. And there were numerous phone conversations. 

In the middle of these negotiations Mr. Sonnett was appointed Assistant Attor 
ney General. I remember this because Antitrust is peculiarly subject to con- 
siderations of policy. The law is not like a tax law or an ordinary criminal law. 

Mr. MITcHELL. It is not subject to mathematical analysis? 

Mr. Kramer. That is right. You are always looking for an expression quickly 
of the policy views of the new Assistant Attorney General. I remembered that 
for that reason. 

He had been in office less than—I would guess a couple of weeks, which would 
fix the time. You can find out when Mr. Sonnett became Assistant Attorney 
General. He called me on the telephone and he said, “I take it you are handling 
this bourbon cooperage,” and I said, “Yes,” and mentioned Messrs. Kenney and 
Branham’s names. 

He said, “I have just had a call indicating that you are going over to the Bu 
reau and are attempting to solve this problem by changing regulations.” 

He said, “I do not think we ought to enforce the antitrust laws that way. Our 
job is to bring suits if the law has been violated and if it has not been that is 
where our interest in the matter should stop.” 

I do not know if I told him that in my view what we were doing was a sound 
procedure or not. I obviously would not have done it if I had not thought so, 
but I well recognized the force of the other point of view. 

He said, “Be sure to make a reconsideration as to whether or not there is an 
antitrust case here. If there is, we must apply it.” 
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As L reeall, Iam not treading on certain ground in my memory. 

As I recall, we did reappraise it and decided the case could probably not be 
sustained. 

Mr. MITCHELL. Standing aione from the cooperage aspect. 

Mr. KRAMER. That is right. That was the end, in my recollection, of bourbon 
cooperage. 

Thereafter, there were further discussions. I remember, for example, that I 
had a discussion with counsel for the American Distilling Co. I think that was 
afterwards. But he had nothing new that he-had not told us before. 

I also remembered one other thing and that was that shortly after we had 
stopped our discussions with the Bureau of Infernal Revenue, the cooperage 
situation seemed to let up. That is to say we stopped getting complaints. People 
were not coming to us. Independent distillers were not writing and calling. 

Mr. MITCHELL. Do you remember that the Alcohol Tax Unit issued a regula- 
tion which would permit the reuse of barrels, and then very shortly revoked that 
regulation? 

Mr. CHELF. I think it was regulation 1036. 

Mr. MiIrcHELL. You do not recall that now? 

Mr. Kramer. No; I do not. 

Mr. CHELF. That is true. I recall it very distinctly. 

Mr. MircHELL. After some months went by, the supply situation eased, did it 
not? Do you recall that? 

Mr. UNDERHILL. I think it had eased up altogther on both new barrels and old 
barrels. 

Mr. CHeELF. Your point is that your complaints dropped off from the little 
fellows as being unable to get cooperage. 

Mr. KraAMer. Thatis right. I want to say one other thing because in the record 
you have testimony by Mr. Underhill in with mine. Everything I testified to was 
before Bill came to the Antitrust Division. 

Mr. MITCHELL. Before Mr. Underhill came? 

Mr. KRAMER. Yes. 

Mr. MircHeELL. I was just trying to supplement your recollection. To go back, 
though, that telephone call from Mr. Sonnett as the new head of the division 
changed your plan about going on with the Alcohol Tax Unit method of solving 
the problem ? 

Mr. KRAMER. Yes. 

Mr. MiTcHELL. And you really reversed the position you had previously taken 
in urging the Alcohol Tax Unit to permit reuse of the barrels? 

Mr. Kramer. A categorical answer to that question would have to be “No.” I 
simply stopped. Whether Mr. Sonnett or anyone else or Mr. Branham or Mr. 
Kenney again got in touch, I do not know. I know I never asked them to. The 
plan changed. 

Mr. MircHeLy. Your plan was reversed upon instructions from Mr. Sonnett? 

Mr. Kramer. Yes. Simply nothing was done. 

Mr. MiTcHELL. This is to help you refresh your recollection. Do you reeall a 
conference with Mr. Sonnett, and Hodges and Branham and yourself, or with 
some of them, where you considered the possibility of filing an antitrust suit on 
the cooperage complaints alone and deciding at that time that it would be better 
to consider cooperage as one of the elements in an investigation of the Big Four 
as a whole? 

Mr. Kramer. Now that you have refreshed my recollection I do recall that 

May I say something here off-the record. 

Mr. MITCHELL. Say it in your own way. Tell us what happened. 

Mr. KraMer. May I say something off the record that has nothing to do with 
this? 

Mr. Mircnett. Take it off the record. 

(Diseussion off the record.) 

Mr. MircHeELL. Now go ahead with your statement. 

Mr. Kramer. I recall, now that you mention it, a conference—who attended 
1 do not remember except that I was there. 

Mr. MircHELL. And Sonnett was there? 

Mr. KRAMER. My recollection is that it must have been Sonnett since it would 
be a top policy matter and he was the head. Which of the following three, if 
any, were there, I do not recollect. I am sure one or all of them; to wit, Mr. 
Hodges, Mr. Branham, and Mr. Kenney. One or more of those three must have 
been there because I was at that time Assistant Chief in the section and I do not 
think I would have had a conference on policy without my superiors being present 
and Mr. Hodges was then Chief of the section. 
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As I recall, a decision was made along the lines that Mr. Mitchell has indica 
namely, to integrate for what it was worth, the results of the cooperage inv: 
gation into an over-all look-see, if you will, into the question of whether or t 
the antitrust laws had been violated by any one or more of the major distil] 

Mr. Mircneit.. By the majors you mean the Big Four? 

Mr. Kramer. That is right. 

Mr. Mircene cy. Is it your recollection that that 
conference ? 





was the decision of 


Mr. Kramer. It is my best recollection. Iam not certain of it 

Mr. MircHELL. We have other testimony to that effect. 

Mr. Kramer. It is my best recollection. 

Mr. MitcHeLL. As time went on after that, did you have anything furthe: 


do with an investigation or an attempt to make an investigation of the | 
industry? 


iq! 


Mr. Kramer. Yes; and I think I should describe what I had to do with it 

Mr. MITCHELL. Go ahead. 

Mr. Kramer. You will recall that I just testified that I was Assistant Chi 
of what was then called the Complaints and Small Business Section, and M 
Hodges was Chief. Mr. Hodges and I developed a very 
tionship. It was a cardinal tenet of that 
do the same things. 


good working r« 
relationship that we both did n 
Otherwise, we would cut our effectiveness in half. So we 
divided the responsibility, although the ultimate matters of policy on things 
was handling it was understood I would bring to Mr. Hodges for him to appro 
but I had a very fine working relationship and substantial freedom to do the 
things I wanted subject only to his checking on the policy. 

Now in that division, later, Mr. Hodges had the liquor. I did not have 
He consulted me. It was a law office. We exchanged views later on proble1 
I recall several discussions with Mr. Hodges and the people working on ft} 
liquor investigation and I will be glad if you so desire to relate 
LIODS, 

Mr. Mircnety. This is during 1948 and 1949. 

Mr. Kramer. Yes 

Mr. MITCHELL. Who were those people? 

Mr. Kramer. The staff consisted, as I recall it, of Mr. Wallace Kirkpatrick 
and Baddia Rashid. 

Those people I had worked with for years and have worked with subsequent! 
and they were men of outstanding ability, way above our average. 

After a rather substantial review and canvass of material the Department 
already had, a tentative decision was reached. The material to which I refe! 
consisted of the results of an investigation conducted I think in 1944 by Mr: 
Butz, who was no longer with us. They had his report. They also had the 
results of the bourboh-cooperage investigation. They also had some other in 
vestigation—I have forgotten how and to what extent their own investigation 
progressed, but knowing that those two men work hard and knowing that the) 
spent several months on it, my guess is that they themselves conducted a rathe1 
extensive investigation. 

Mr. MircHet.. That was in 1949 was it not? 

Mr. Kramer. 1948 or 1949. I cannot say without something further to help 
me more precisely in dates, 

I recall Mr. Kirkpatrick, who is a friend of mine, coming to see me several 
times about the investigation and chattirg with me about it. As I recall his 
major problem was one of law, or rather law arfd fact. He felt that he could 
not discover enough evidence, if any, to tie in the activities of the Big Four 
with each other. Therefore, he felt relegated to a consideration of the avail 
able evidence against each—in other words, thinking of four separate cases. 
The results were inconclusive but he was afraid of it in the sense he did not 
think he could make out a case. He was not prepared to say there was no 
case but he was never willing to make a recommendation that action be 
instituted. 

Mr. Rashid, Jr., was particularly pessimistic. Nevertheless, like Mr. Kirk- 
patrick, I was not willing to drop the matter but continued to stew around with 
it hoping we would get more evidence. 

Mr. Cue.r. Was it your reaction that it was more or less a border-line proposi- 
tion in their minds? They did not want to drop it but they were afraid to 
proceed at that particular point? 

Mr. Kramer. Because they did not think they had a case; yes. 

Mr. Cuevr. There was some doubt in their mind? 


those convers 
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Mr. Kramer. Decidedly. 
M MITCHELL. You recall that their investigation was mited, however, to 
ces within the Goverment? 
KraMer. I do not, but if that 
MITCHELL. It is right. 
will recall, Mr. Kirkpatrick prepared 
orandum to go to the FBI to make a! le on if 
ed so to do, 
Mir. Kramer. That I do not remember, but e no ason to doubt it 
Mr. Mircnect. That was the fact. 
Going back to the inception of that do you re 1 es of instal 
rences between Mr. Branham and Mr. s that | ceded the 
hat investigation? 
\ir. KRAMER. I not only 
hat there were such confe 
Mr. MITCHELI lw suspend w 
» Mr. Underhill, you in late 1 
Antitrust Division, we \ 
Mr. UNDERHILL, The t 
eral. 
Mr. MITcneLL. During 1948 and 19497 
Mr. UNDERHILL. We came in in June 1941. Bergson left October 1, 1950 
d I became the acting head and was acting head of the Division until January 
9, 1951. 

Mr. MircHe.tyi. And then you became head of the Lands Division? 

Mr. UNDERHILL. No, sir; I became the first assistant to the Deputy Attorney 
General. Then I went to the Lands Division the 16th of October 1951. 

Mr. MITCHELL. Now going back to late 1948 and 1949, these activities were 
going on in the Depurtment under your general supervision ; were they not? 

Mr. UNDERHILL. Well, I think maybe this might clear it up, Mr. Mitchell. Soon 
after we came in—I do not recall the date; I would say sometime in the early 
fall of 1948—it was decided in—I don’t know who suggested it but anyhow in the 
Division, the section chiefs and so forth—that the Small Business Unit, which 
we have talked about here before, which Mr. Hamill was the chief of, would 
be taken out of Mr. Hodges’ and Mr. Kramer’s section and placed under the first 
assistant’s Office. 

Mr. KraMer. That occurred in January or February 1949. 

Mr. UNperutLyu. Is that when it was? 

Well, that could be; I do not recall the case. 

The reason for that being that the first assistant’s office did not have anything 
to do actually with the processing of cases or processing of investigations. That 
was all under the section chiefs and the second assistant. The first assisant’s 
office handled mail and relationships with the Congress and things of that nature, 
so the Small Business Unit was taken and put under my jurisdiction, so that I 
reviewed all the Small Business mail, and I am sure that you gentlemen know 
what the Small Business Unit is. It was a negotiation and it was just like 
sitting across the table and saying, “Now, here’s a small-business man over 
here’—I recall one situation down in Virginia. I believe it was Norfolk, where 
a small gasoline operator, he was just put out of business by Shell Oil Co. They 
just put him off. I do not recall whether it was a dropping in price or some- 
thing like that, or maybe he cut the price on gasoline, so Shell cut him off. The 
names I do not recall. 

Mr. Mircnecy. It was that type of thing? 

Mr. UNDERHILL. It was that type of thing. One of the Congressmen—I do not 
know who it was—got the call from this small filling station operator and he 
called me and he said, “Can’t we help him?” 

I said, “Certainly, we can help him.” 

We immediately got on the telephone. That is how that is handled. Just 
like we are talking across the table here, to the Shell organization in Phila- 
delphia, and the next day they gave him some gasoline. 

That man was completely out. He did not have any money, any gasoline to 
sell, or anything. 

That was the type of operation we handled in the Small Business Section. 

Mr. MircHett. That was the section that handled miscellaneous complaints? 

Mr. UNDERHILL. It might have handled some miscellaneous complaints, Mr. 
Mitchell, if they had been very minor—what we had termed just a small-business 
man. Say a candy-store operator or a television store or a refrigerator man, 
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right here in the city of Washington. Maybe he would get his supply « 
Maybe he would come to us because he was not large enough to hire a lay 
and if he did, it took a lot of investigation and we would get in touch, say 
Kelvinator or Frigidaire or whoever it might be and say, “Can't we work 
out? We do not want a full-scale investigation,” or something like that, a: 
the majority of cases they would understand the situation and would hel; 
little man out. That is the kind of negotiation situation we had. 

Mr. MircHELL. These coopers were small-business men, were they not ” 

Mr. UNDERHILL. That is right. 

Mr. MircHe ct. Therefore, this cooperage investigation would belong i: 
unit 

Mr. UNpERHILL. In the Small Business Unit, that is right. Unless it 
large-scale investigation it would probably be put over in that section. 

Mr. Mircne.ui. Now, do you recall that during the fall, there of 1948, that t! 
was a flurry of complaints about the liquor industry, or doesn’t that come to \ 
mind, now? 

Mr. UNpeRHILL. I did not recall it until we started here talking about char 
oak barrels, using what I would call second-barrels, instead of the norma! 
barrel which had just been made and no whisky had ever been put in it 

Mr. CHeELF. It is actually “reused cooperage”’? 

Mr. UNpDERHILL. That is the technical name for it; yes. 

After that little flurry started—I believe we worked on it; I do not know 
probably Mr. Hamill or Branham—we wrote some letters. It is all haz) 
my mind. This could have happened. I am pretty sure it did. 

Mr. MircHeii. There were recurring complaints. In October 1948 there were 
further complaints about cooperage and about other aspects of the liquor indust 

Mr. UNpDERHILL. “That is right and we tried to negotiate it and work it 
and get some relief immediately so the little fellows could stay in business 
you had to wait on a full-scale investigation or an antitrust suit, actually—and 
takes time to get the facts—these fellows would have all been out of busin« 
and I am sure that the large liquor industry—I do not know, I just say this « 
hand, but I think they would welcome a situation of that kind, because they wo 
have accomplished what they could not do otherwise. The little fellow wo 
be out of the way. 

Mr. CHELF. No competition. 

Mr. UNDERHILL, That is right. 

Mr. CHetr. They had to put their whisky somewhere and they could | 
use a tin cup. There were no barrels. 

Mr. MircHeLL. You were sympathetic with this effort to meet these con 
plaints? 

Mr. UNbDERHILA. Yes, sir, we were sympathetic and did everything in th 
world we could do for them. 

Mr. MircuHe.. Now, in October or November, do you remember a recommend: 
tion which was made in addition to these individual efforts, a recommendatio 
made by Branham to Mr. Bergson that a full-scale investigation be made? 

Mr. UNDERHILL. Actually I do not recall it. You might refresh my memory 

Mr. MircHert. This letter is addressed to Herbert Borkland. Who is he? 

Mr. UNDERHILL. He is the second assistant in charge of investigations. That 
would have bypassed my office and I never would have seen it. 

Mr. Mircnect. I show you this memo dated November 18, 1948, marked as 
our exhibit C—10. 

Do you remember that, Mr. Kramer? 

Mr. Kramer. No, but I remember the fact. You will recall that I mentioned 
a few moments ago that I did not remember that Mr. Branham and Mr. Berg 
son had numerous conferences with this. That answer stands but now as you 
mention this I do recall that I heard from Mr. Branham or Mr. Hodges that 
Mr. Branham had recommended to Mr. Bergson a liquor investigation. That 
memorandum C—10 must be it. 

Mr. MiTcHeEtrt. Then let me show you a memorandum of March 24, 1949, from 
Branham to Bergson which is a fuller statement of this November 8 memorandum 
That document is marked “C-8.” To that was attached a draft of memorandum 
marked “C-9,” from Bergson to the FBI, which would be its basis for the in- 
vestigation suggested. 

Considering those three things, see if that refreshes your recollection about 
these facts in general. 

Mr. UNDERHILL. I do not recall ever seeing the memoranda before. 
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However, this is policy—and I would like to put this in: I reviewed, even 
ifter, I would say, going to the FBI, or otherwise, memoranda which would 
me along for possible editing where words would be out of place or some- 
thing like that. These probably went direct from Branham to Borkland and 
nen to Bergson. That would be the usual chain of events on a situation of 

s kind. 

Mr. MITCHELL. Let me ask you whether you recall a time in about April 

it is after this memoranda had gone—along about April 1949, when you 

tended a conference in Mr. Bergson’s office when Branham came in and 
hey talked about the complaints against advertising by liquor dealers and 

ce maintenance. Do you recall that? 

Mr. UNDERHILL, I recall that. 

Mr. MITcHELL. Tell the committee about that. What happened? 

Mr. UNDERHILL. I do not know if Mr. Branham was in Bergson’s offices—our 
fices were right next door—or whether Branham came to me and we went 

together. 

Here in Washington, possibly some of you gentlemen might rightly recall 
, there was some period during the later part of the week when the retail 
quor dealers here in the District would put in full-page ads of specials 
and just everything that you could think of and they always had a leader in 

ere somewhere. 

Mr. MIrcHett. And the names of 15 or 20 dealers along the side. 

Mr. UNDERHILL, I will get to that in just a moment. This was the large 
dealer. I do not recall which ones they were, but I would say offhand, 
eople of the type like Clarks or Milstones, or this Central, I believe it is 
ip on Ninth Street—I do not know whether they were the ones but it would 
e that type, because of their large-scale sales. 

So the little fellow who did not sell as much as these others down here 
on the corner, because of these cut-rate prices or specials, so to speak, he was 
not selling the whisky. People were going down there to get this special and 
fter they got in, of course, they bought something else, too. That was the 
erchandising end of it. 

The little fellows got together and formed Thrifty Stores or Value Stores, 
xr something else. They would form an association. Then, I believe, they 
paid so much a month to this association for nothing but advertising. Then 
hey would go down to the newspapers and say, “We want a full-page ad,” 
and, of course, what they did, each one took a small square in this full-page 
id and his special that day—say it would be Scotch whisky, $4.25—actually, that 
would be only one out in Bethesda, or maybe in Southeast Washington, or 
something like that. 

There were some complaints. Where they came from, I do not recall. That 
s not too vivid in my mind. 

Branham talked to me about it and I said, “Well, we will have to do some- 
thing.” 

Of course, our interest was trying to keep these little fellows in business 
not beeause they were liquor dealers but because they were small-business 
people. 

It was finally worked out that their representatives came in to see Bran 
ham. Whether they all came together or not I do not know, but Branham 
saw these ads in the papers and he is the one who instigated it. He did a 
very good job. 

I believe the results came in after a period of time—I do not recall—they 
worked out where there would not be a violation, so far as we could determine, 
legally, because we were trying to help. It was not a case of trying to make 
an antitrust case or something like that, it was trying to keep these small men 
in business. They would take this ad and put their name in just in small print 
or put it all the way down the side of the page, list each one who had specials 
on that day. The theory of that was that each one of these stores would have 
the same special so that brought all the patrons into each store. They knew 
that they could go there and get this special. 

Mr. Keatina. They did not say that in the ad did they? 

Mr. UNDERHILL. No, sir. Now, Mr. Keating, I am not sure. I believe this: 
As I recall, there was a reference that all of these Thrifty Stores, or Value Stores, 
were members of this association, I guess that would be a better way to put it, 
and they would have these specials for Friday and Saturday, or something like 
that. And then they would list their names down the side of the page and their 
addresses, and then in the little block for which they probably paid a small 
amount, they also had their names. 
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I do not recall any 


mall liquor business around the Capitol here, but wher: 
he would be, it 


would say, “John Jones Liquor Store Near the Capitol 
something like that, and that would pin point him that he would have that spe 
on that day, and instead of him just having one special, he would theoretic 
have every special that was on that page, and I guess most of them did; | 
not know about that. 

Mr. Mirrcenecit. Do you remember Mr. William Leahy represented one of t} 
groups? 


Mr. UNDERHILI 












































I believe we had a little opposition to it at first. They 
not going to take out this ad. Mr. Leahy was called into the picture—I 


reca at what time 














do 
and he was the one who went back to his group and s 
“You are going to do just exactly what the Small Business Unit says. If 
don’t, lam not going to represent you.” 





























M Mircnuett. You recall the instructions as to what you should 
transmitted by Mr. Branham to Mr. Leahy 

Mr. UNb! LL. Thatis right 

Mr. Mircue... Just before that, was there not some disturbance in the mat 
Let me remind you that as this advertising was being cleared up there w 
some reports to the newspaper or some other complaints that 
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sranham \ 
going to fill up the District jail, and there was a conference about that in } 
mn’s office in which you were silent—you did not join this 
m told him that he was being pretty rough on these fellows? 

Mr. UNper#ILL. Off hand, I do not recall. It could have happened. I wi 
say this: I would say that Branham was pretty rough 
of folks. 
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he was rough on a 
You had to be rough to get the results to keep these small-business 1 
in business. Now as to what transpired, I do not recall. 

Mr. MircHecty.. I will read you Mr. Branham’s testimony. 

Mr. UNperuiiyi. I do recall we did everything. If we had to get a little ro 
we did it, to try to get the even break for the little fellow. 

Mr. MircHeti.. He said you backed him up after this incident, he said y 
told him to call Leahy. 


















































Mr. Branham said: “I was going along fine with this. I had all of these cor 
cerns just about agreed to stop this type of advertising. On the 17th day o 
April 1949, I got a call from Mr. Bergson’s office in which he asked that I come i1 
When I walked into his office he was on the telephone. Over 














to the right s 
Mr. Underhill, his assistant. I sat down and waited until he got off the tel 
phone. I noticed he looked pretty mean and he said, ‘Ernest, I understand you 
are going to fill up the District jail’.” 

Mr. UNpERHILL, I do not recall that. It could have happened. We had lots 
of conferences. 

Mr. MITCHELL (reading) : 

“T said, ‘Well, has so and so accused me of that threat?’ 

“‘Tam not going to tell vou.’ That is what Bergson said. 

“T said, ‘Well, I feel kind of bad. The only thing I can say is that I will be 
very glad to confront anybody who has accused me of making that threat.’ 

“He said, ‘Well, I just want to tell you that I am not going along with you 
You have got to go easy with these liquor people.’ 

“Mr. Underhill did not open his mouth during the whole conference. 

“Mr. Hilrtines. He said that you have to go easy with the liquor people. 

“Mr. BRANHAM. Bergson, yes. 

“Mr. Hitiines. Those were his words? 

“Mr. BRANHAM. Those were his words. 

“T said, ‘Well, Mr. Bergson, I don’t think that I can succeed in my assignment 
without the cooperation of this office.’ 






















































































“He said, ‘Well, I am not telling you that I am not going to cooperate with 
you but Iam not going along with you and your threats.’ 

“T said, ‘Well, I have just indicated to vou I have made no threats.’ T said, 
‘But I would like to get off the case. I have wrestled with these people over the 
years and IT have had very little backing from this office. Either nothing is done 
or whenever I have an opportunity to talk with you T am humiliated.’ 

“He said, ‘Well, I am not going to take you off the liquor case.’ He said, ‘I 
want you to stay on it.’ 

“IT went back to my office and I told Mr. Hamill about my experience with 

sergson. I said, ‘He would not let me off of it but I have washed my hands of 
liquor because I cannot get anywhere.’ 
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\ few days later I got a call from Mr. Underhill in which he stated that he 
had just looked in the newspaper and found that these groups were still ad- 
ertising jointly. Why didn’t I break it up? I said, ‘Mr. Underhill, you 
heard Mr. Bergson’s conversation the other day. I do not know how you expect 
e to break it up when I have no backing whatsoever from that front office.’ 
“He said, ‘Oh, we will back you to the limit.’ 
“T said, ‘No, you heard what he said.’ 
‘Mr. CHELF. Excuse me. As I understand, Underhill was Bergson’s first 


assistant. 

“Mr. BRANHAM. Yes. He said, ‘You call Bill Leahy’—that was the attorney 
for this group 

“Mr. MircHetL. By the liquor group you mean the Thrifty Stores? 

Mr. BRANHAM. Yes. That was just a local outfit but we have that situation 

ill over the country. I called Mr. Leahy and I told Mr. Underhill that I would 
tell Mr. Leahy exactly what he said. I did not want to use any of my own 
ords because of my experience 

“He said, ‘You tell him I said that.’ 

“Leahy said, ‘Well, as I understand it it is all right if we list the name of the 
store under the product.’ ”’ 

Does that refresh your recollection now? 

Mr. UNDERHILL. ‘The wording is hazy but Mr. Leahy, as I recall was the man 


who finally got the job done, we will say, of making the small boys conform. 
laws and at the same 


. 


All we wanted was to have them conform to the antitrust 
me get relief as small-business men 
Mr. MircHeti. Then you recollect the series of incidents, that there was this 
ittle testiness and then you smoothed it over and told them to go ahead? 
Mr. UNDERHILL, I think that is about right. It was not important to me at the 
it is hazy now. I do not just recall an exact instance of that kind 


at the 


time and 
because we have so many of them and they are not imvortant to me 
time. Maybe if I knew it would be something in the future, I naturally would. 

We were trying to do a job and we did do a job and we helped these little 
fellows out. 

Mr. MircHett. Now he has not suggested anything else and neither do I. 

What I want to ask you is that after that time—and you may also remember 
Mr. Kramer—it was within a couple of weeks afte 
was made to make this survey within the Government and all these liquor files 


that time that a decision 


‘ss, Who was still your assistant’ 





ere transferred to Mr. Hodg 

Mr. Kramer. No; I was his assistant 

Mr. Mirenecrt. And then he assigned Kirkpatrick and Rashid and some other 
people on it. Do you both recall that? 

Mr. Kramer. I reeall it but I cannot fix it with respect to this conference 
you just read because I never heard of that until you just read it. 

Mr. MircHeti. Do you recall that, Mr. Underhill? 

Mr. UNpERHILL. I do not recall it because it could have happened without my 
knowledge. I mean insofar as the small business was concerned. I would 


t about because 


imagine that could very easily happen and probably was brough 


ong ith them, to make 


of these complaints and so forth and we wanted to get al 
it a full-scale investigation. 

Mr. MiTrcHe.ti. You think that is what happened? 

Mr. UNDERHILL. Actually, I do, not know but I think that could very easily 
take place. That would be the natural course of events. 

Mr. Kramer. I could explain something that may make it clear: Once a deci- 
sion was reached to have an investigation of the liquor industry, or any part 
thereof, for antitrust violations, it would have to be transferred from the Small 
Business Unit which never prosecutes but only negotiates. 

Mr. UNbDERHILL. That is why I say that would be the natural course of events. 

Mr. MiTcHELL. And neither of you recall any clear-cut decision in September 
or December 1949, or early 1950, within the Antitrust Division to just rock 


LLes 


along and wait and see what's going to happen? 

Mr. Kramer. Oh, yes, I recall that. 

Mr. MITCHELL. Do you recall a definite decision not to make the FBI investi- 
gation? 

Mr. Kramer. No. Let me say that you have not yet got to me in the subse- 
quent period. 

I do recall that after a series of conferences over the results of the investiga- 
tion thus far made, with Kirkpatrick and Rashid expressing definite doubts as 
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to whether a violation could be proved, and for that matter whether one h 
occurred, although we are naturally suspicious in the Antitrust Division a: 
always suspect that violations have occurred—I definitely recall then that ¢| 
decision was reached not to close it, not to prosecute, but to keep it open a 
hope that something further would show up. 

Mr, MircHeLi. Can you tell me why there was a decision against taking t! 
memorandum that Kirkpatrick had prepared, of instructions to the FBI, th 
was to be applied to a limited area outside of the Government? 
not done? 

Mr. KRAMER. 





Why was th 


I have not the faintest idea because that decision, as I recal| 
perhaps you have the records and it is an important point obviously. 

Mr. MITcHELL. I cannot find out why. 

Mr. KRAMER. I would presume that would have been made by somebody 
Mr. Hodges and me, which would mean Mr. Bergson. 

Mr. MircHeci. Do you recall during 1950 or at the end of 1949, there was 
decision to be made between these three alternatives set up by Kirkpatrick whic! 
was to wait for further developments, to close the case, or to take this volumi 
nous instruction, this memorandum to the FBI, and make a limited FBI ji: 
vstigation outside of the Government? 

Mr. UNDERHILL. Probably that would be an effort to get some facts which might 
give us a lead on a full-scale investigation. 

Mr. MiTcHELL. But they did not approve that recommendation for a limite: 
FBI investigation. 

Now that decision is the result of what you, Mr. 
policy of the Department, is it not? 

Mr. Kramer. Of the Division, yes. 

Mr. MITCHELL. 


aly 


Kramer, described as 


And as you said it is a peculiarly sensitive division in tha 
the attitudes of mind of the people who run it are reflected in the action tha 
it takes, is that not right? 

Mr. Kramer. That is right. I can discuss for 
is made. 

Mr. MiITcHe.t. Is it not really made by the Attorney General and the head 
of that division? 

Mr. Kramer. Yes, but the staff, particularly the more compentent people, 
think, have a great influence on them. New Assistant Attorneys General mean 
new policies but the staff has an influence. 

Mr. Mircnevyi. In this case was there a clear-cut decision not 
investigation? 

Mr. KRaMer. I do not know. 

Mr. Mircneiyi. You do not know? 

Mr. Kramer. I do not know, 

Mr. Mircne... The reeord shows it was just allowed to drift along. 

And you do not remember it either, Mr. Underhill? 

Mr. UNberRHILL. No, I do not, Mr. Mitchell. As far as cooperage was con 
cerned, I could see it had let up, that new barrels were coming in pretty wel 
and we probably were not getting any complaints at all at that time. 

Mr. Mitcne.wy. I think that covers it. 

Mr. CHELF. Most everybody who has appeared before us—well frankly, 
everyone with whom we have discussed the situation—have all said that they 
felt Branham was a conscientious, sincere, hard-working fellow. What 
action do you gentlemen have? 

Mr. UNDERHILL. I would say that is true. 

Mr. Kramer. I do not agree with that statement. 

Mr. UNDeRHILL. Let me finish this. Excuse me. I say it only in relation- 


ship to what dealings I personally had with Branham and Mr. Hamill in the 
Small Business Unit. 


hours how antitrust policy 


to make that 


re 


With regard to liquor, the only thing we ever discussed were the ads here 
locally with the small-liquor dealers; writing letters, trying to get some relief 
for small-business people scattered over the country. With that he did a good 
job. 

Mr. Cue.Lr. They did say he was rather sensitive. 

Mr. Unperniiy. I would go along with that, and I think possibly Mr. 
Kramer could tell you more about it than I could. However, under any juris 
diction in the Small Business Unit he did a good job, so far as writing the letters 
is concerned, getting merchandise, and trying to help the little fellow. At 
that time it was difficult. It was after wartime. Full production had not 
been gotten into and the little refrigerator dealer or the little gasoline dealer 
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lumberman, whatever it might be, the small fellow was still having a rough 
ne 
Mr. MrrcHecy. And the little distiller and the small cooper 

Mr. UNDERHILL. That is right—any small business of any type; any small com- 
pany. They were having some troubles and we tried to help them, and Branham 
did some good work and wrote some good letters on getting small-business mate- 

al. But he is sensitive. There is no doubt about that. 

Mr. Mrrenety.. Did you have some reservations? 

Mr. KRAMER. Definitely. I spent a great deal of time while Mr. Branham 
worked under my jurisdiction attempting to understand the man. You used 
the words “conscientious, sincere, and hard-working.” 

Conscientious and sincere, he certainly is. I have reservations as to whether 
he was hardworking. My particular reservation is his competence as a lawyer. 

never felt that he was competent to haadle, on the basis of the work he did 
n bourbon cooperage, competent to handle alone or in charge of, a substantial 
ntitrust investigation. It was because of those doubts that Mr. Kenney was 
brought in to work with him on bourbon cooperage. 

Mr. CHetr. Was he not allowed to remain in charge of it for quite some 
time? 

In other words, I could not picture a man being incompetent who would be 
lowed to handle a thing which was of such magnitude, import, and consequence 
for an indefinite period of time. 

Mr. Kramer. It is hard for me to describe the jurisdictional relationship 
between Mr. Kenney and Mr. Branham. I do not know whether Mr. Hodges 
ever called Mr. Branham in. Knowing Mr. Hodges’ skill with personnel, I doubt 
that he would ever call Branham in and say, “Now you move over; Mr. Kenney 
s going to take over.” 

I was in on the decision that we would bring in Mr. Kenney to help Mr. Bran- 
ham along. 

After doing that there was constant irritation expressed to me and in my 
presence to Mr. Hodges by Mr. Kenney concerning his ability to work with 
Branham and to get work of the quality that he thought was necessary. 

Mr. Cnetr. Do you think that may have been because of a difference of 
opinion? 

Mr. Kramer. I am positive it did not. Mr. Kenney was very much interested 
in bourbon cooperage. When I had to call him to tell him that Mr. Sonnett 
and Rashid were dealing with the problem through the Aleohol Tax Unit, Kenney 
was outraged. 

Mr. Cuetr. What is his first name? 

Mr. Kramer. Edward, 

Mr. CHELF. Is he still there? 

Mr. KRAMER. He was in my section when Mr. Hodges was Chief. Mr. Hodges 
was subsequently promoted and | was Chief and he, Mr. Kenney, was working 
under my jurisdiction. 

Mr. Keatina. Is that where you now &re? 

Mr. KRAMER. I was then moved to be in charge of General Litigation. 

Mr. MITcHELL. What is Kenney now, 

Mr. KRAMER. He is senior trial lawyer in the Trial Section 

Mr. Mircrerr. And he has a higher rank today than Branham has? 

Mr. KraMEr. Both in pay and assignment. 

I want to add one thing about Mr. Branham. Otherwise, you will have an 
unfair picture. 

When he worked for me in small business work as distinguished from antitrust 
litigation, my estimate is the same as that of Mr. Underhill. I want to make 
that plain. In fact, immodestly I say to you that I was rather proud of the fact 
that I had something to do with Ernest going to Small Business because I saw 
that he had that kind of talent. 

Mr. MITCHELL. Your reservation is about his ability to handle a big case? 

Mr. Kramer. Yes, as distinguished from the kind of thing you have in Small 
Business. 

Mr. CHELF. In other words, he was not a good general, but from the stand- 
point of detail and of research and that sort of thing, he did a good job. 

Mr. KRAMER. I cannot go that far. I say that I do not think he has competent 
ability at legal analysis. You see, your small-business werk is an entirely dif 
ferent technique and he handled that very well. 

Mr. MircHetyi. Let me ask you about the Cement case. Did he work on 


that with you? 
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Mr. KRAMER. No, not with me. He told me he worked on it. I know not! 
about it. I might explain this, too: He left Mr. Baldridge’s section in one of 
these somewhat emotional—or “disturbed” is a more accurate word—stat 
and came to Mr. Hodges to turn over a new leaf, as we put it. 

During that period there was something left in Cement to do. He said, “No 
Vic, I have to go back and stop on this and finish up on Cement.” 

Mr. Mitcnec.. He said he prepared a complaint in the Cement case which w 
filed in Denver and when he first came in 1944 he worked for Mr. Baldridge 
the liquor case and was actively in the investigation for a short time and ther 
participated in his relationship with Mr. Butz, who was on a per diem basis 
for a year and a half or thereabouts and then he took on this Cement case a 
did prepare a complaint which was filed and still pends out in Denver. 

Mr. Kramer. He has told me that, too. I have absolutely no knowledge o 
that. I never had a thing to do with it. 

Mr. Mitrcueny. I think we have covered the subject and I think it is 
obviously a conscientious effort on the part of both of you men to be 
fair and critical. 

Mr. Cuexr. I will say you have certainly expressed yourselves very 
well. You certainly have an adequate command of E nglish. 

Mr. Unverniti, Thank you very much. I would like to say I have 
nothing to reserve in any way. It is hard to remember small incidents 
That is, to me they were small at the time. We have so many of them. 
We hi: ive the mevery cl: L\ and every day and every day. 

Mr. Mrrcuez. I want to say on this record here, in the event any 
newspaperman misunderstands this examination we make no an 
nouncement of it: you are coming here to assist us, and immediately 
follow Ing your resignation from the Department—that the two events 
are in no way connected and there is no complaint in this staff which 
in any way relates to either oneof you. This is a matter of corroborat- 
ing testimony and I want the record to show that. The committee 
wanted me to make that pon t clear so th: at you men would understat id 
that. You will certainly want to be very care ful about any possible 
misunde rstanding. 

Mr. Unprerniiy. I certainly appreciate it. Of course, you under- 
stand the situation we are in now—my resignation and going out in 
2 or 3 weeks, which is another thing. 

Mr. Cueur. Does that complete it ¢ 

Mr. Witiiams. We have Mr. Dopey and Mr. Kenney. 

Mr. Cueir. Do you solemnly swear the statements you are about to 
make on this occasion will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Dosey. I do. 


TESTIMONY OF ALLEN DOBEY, ATTORNEY, ANTITRUST DIVISION, 
UNITED STATES DEPARTMENT OF JUSTICE 


Mr. Mircnecz.. Go ahead and make your statement, 

Mr. Dosey. My name is Allen Dobey. I am an attorney employed 
in the Antitrust Division of the Department of Justice. 

\ day or so ago my attention was invited to the testimony before 
this committee of Thomas J. Downs, an attorney of Chicago, Il1., who 
represented a client, the T. Johnson Co. of that city, an independent 
( ooperage firm. 

The substance of the story as it appears in the transcript is that his 
client in October of 1948 submitted a complaint to the Department of 
Justice in substance to the effect that the captive cooperage concerns 
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owned by the big distillers were selling their common barrels—not for 
liquor—at prices that he could not meet, and that he felt that these 
big distillers should stay out of the common barrel field and leave that 
to the cooperage firms that had been in that field all along. 

There is a reference on page 1036 of the transcript to the fact that 
Mr. Johnson had a conference in February 1950, in the Department 
of Justice, with me and he was asked as to whether he saw anybody 
else in the Division, and he stated, “There was another gentleman who 
talked with me at the same time as Mr. Dobey, but I do not recall his 
name.” 

I believe that other gentleman questioned was Mr. Wallace Kirk- 
patrick. At that time Mr. Kirkpatrick was about to leave the Divi 
sion. It was contemplated and I had been informed that I was to 
assume charge of the liquor investigation if there was to be a liquor 
investigation. 

I recall at that time I was not familiar with the matter and, as I 
recall, at the conference Mr. Kirkp itrick asked most of the questions, 
He had been engaged for some time in an extensive study of the 
industry. 

Then there is a reference in the transcript to exhibit 18, which is a 
letter to Mr. Bergson dated March t, 1950, by Mr. Dy whs, referring 
to the prior conference with me, and I believe also Mr. Kirkpatrick 
although he does not mention Mr. Kirkpati kk? hame, 1) st iting 
that he is submittin 
letter from his chent, Mr. Johnson, and at the conclusion of that 
letter he Says: 


e certain information that he has obtained by 


Mr. Johnson and I will be in Washington March 2 
gested to Mr. Johnson that he and one of the other 
conference with you last month, arrange to confer with } 
your convenience during those days when Mr. Johnson an 
ington. 

And then he asks us to advise him if I will not be available. 

There isa letter back, which I believe is a committee exhibit. 

Mr. Mircueni. Yes, it is. 

Mr. Dosry. I found a copy of that in the file. I prepared the letter, 
as I know by the fact that my penciled initial appears on the letter, 
stating that 

It is possible that Mr. Dobey will be out of town on March 27, but he expects 
to be here on March 28 and 29, and he will be glad to confer with you and your 
client at that time. 


When we proceed with the testimony as it appears in the transeript, 
Mr. Mitchell questioned Mr. Downs about this correspondence and 
put the correspondence in the record, including the last letter re 
ferring toa future conference to be held in my office. 

The letter said: 


It is possible Mr. Dobey will be out of town on March 27, but he expects to be 
here on March 28 and 29, and he will be glad to confer with you and your client 
at that time. 

Then Mr. Mitchell asked the witness to notice the initials in the 
upper left-hand corner, which were Mr. Hodges’ initials “*E. H.”, and 
the file number. And then there were no further questions whatso 
ever by Mr. Mitchell of the witness as to whether that conference was 
held and, if it was held, who was present on behalf of the Department 
of Justice ; and, if the conference was not held, why it was not held. 
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The matter was left dangling in the air insofar as it appears in 1 
transcript of testimony, and Mr. Downs was excused after he state: 
that his client’s business was liquidated in 1951, creating possibly 1 
impression that the failure of the Department to act on that compla 
may have been responsible for the demise of that firm. 

When that testimony was called to my attention a day or two ag 
1 believe by Mr. Rashid and Mr. Hodges, I asked whether there w 
anything further in the file, to see what had happened. The files are 
completely clear of anything at all referring to any further acti: 

any conference on this date. 

"Mr Mircue tt. The people could not come. I am sorry I did not 
make it clear to you. You do not have to explain that. You wrote 
the reply and they could not come at that time. I did not realize that 
I had neglected to finish it. I can supply that information for you. 

Mr. Dorney. I thought perhaps you might. I told Mr. Rashid an 
Mr. Hodges that I had a vague but not “definite recollection, that 
would like to have checked, that Mr. Downs had called me and told 
me that there was to be no conference; that his client was not inter 
ested in coming down. 

Mr. Mrrenett. I do not know that that is the case, but he was m 
able to come. 

Mr. Dosey. That is the other recollection that I have, that the mat 
ter was terminated on the other side of the fence by Mr. Downs. | 
think that could be checked with Mr. Downs and should be checked 
with Mr, Downs instead of leaving it in the air as it is now. My 
recollection on it is not sufficiently positive to permit definite testimony 

Mr. Mircnety. I will write him a letter, get the answer, put it i) 
the record, and send you a copy. 

Mr. Dosry. Let me say at the time of the conference, as I recall, 
while I was new on the matter my impression was that it was a matte: 
concerning Which it would be difficult for us to give any relief to M1 
Downs’ client and that impression was based on information I think 
I obtained from Mr. Kirkpatrick to the effect that in substance what 
information they had available indicated that the big distillers went 
into cooperage of necessity ; that they entered that field about the time 
the war was over when there was an extreme scarcity of cooperage and 
that in order to a. an assured source of supply they went into the 
field, and then there became a scramble by each one to see who could 
buy up the most cooperage plants and protect their opportunity to 
sell liquor because they could not seil it without cooperage. 

The further point was that, being in that field, they produced of 
necessity staves that were not suit: able for liquor ¢ ontainers but could 
only be sold for other purposes and that in effect it was a byproduct 
with them—the nontight cooper age, in effect, was a byproduct—and 
that therefore the matter of costs in the selling of that was not im- 
portant to them and they had to get rid of it. That was the squeeze 
in which the independent coopers found themselves. 

That statement—I do not purport to be an authority on it because 
I did very little work in connection with liquor. I was to take charge 
in the event there was to be a liquor investigation after Mr. Kirk- 
patrick left and the decision later came through that Mr. Kirkpat- 
rick’s—the proposed, contemplated, or possible field investigation was 
not to go ahead, and that was the end of it as far as I was concerned. 
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sut I do find in a memorandum to me, dated February 20, 1950, 
vritten by Mr. Berke, who I believe had worked with Mr. Kirkpatrick 
hroughout his survey, stating certain conclusions along those lines. 

| do not reeall whether I 1 requested Mr. Berke to give me this mem- 
randum or whether he gave it to me because he knew I was to take 
ver the liquor investigation. 

I do not recall the circumstances, but I do find his memorandum of 
February 20, 1950, which apparently, I believe, followed that one 
onference I held with Mr. Downs along with Mr. Kirkpatrick. Mr. 
Berke states in this at page 3: 

Distillers faced with a shortage of bourbon barrels toward the end of the war 
vercame this bottleneck by utilizing their financial resources to gain entrance 
nto the cooperage industry. Integrated operations calculated to protect pro- 
duction cost economies were set up from purchased timber stands owned through 
staves and heading mills to the final assembly plants. This development in the 
ndustry structure placed the existing small-scale stave and heading mills as well 
s the assembling plants at 4 competitive disadvantage. 


And there is further notation: 


This dominance in the cooperage field by the distillers does not appear to be 

brought about by any concerted action or design on the part of the distillers, but 
ather to a desire to provide a vital raw material on their distilling operations. 

My recollection of my impression of the difficulties we would have 
iad if this complaint had been pursued by Mr. Downs and his client 
s based upon the information I obtained from Mr. Berke and appar- 
ently Mr. Kirkpatrick that the distillers, the big distillers, went into 
the field of necessity, and that once in it the nontight cooperage was 
. byproduct of which they disposed at cost, or thereabouts. 

Mr. Mrrcneti. No questions, Mr. Chairman. 

Mr. Kenney. 

Mr. Cuetr. Mr. Kenney, do you solemnly swear the statements you 
are about to make on this occasion will be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Kenney. I do, sir. 


TESTIMONY OF EDWARD R. KENNEY, ATTORNEY, ANTITRUST 
DIVISION, UNITED STATES DEPARTMENT OF JUSTICE 


My name is Edward R. Kenney. I have been an attorney in the 
Antitrust Division of the Department of Justice continuously since 
April of 1940, with the exception of 3 years during the war when I 
served in the United States Navy. 

Mr. Cuetr. Is this a prepared statement ? 

Mr. Kenney. Yes; I have a statement. I may not read it verbatim, 
but I am using it as an outline. 

All of my service has been in the Trial Section, which was formerly 
known as the Complaints and Small Business Section. At the present 
time I am a senior trial attorney. 

In August of 1947 a gentleman who had a complaint against a local 
liquor distributor was referred to my office. The complainant brought 
with him a circular which had been issued by the Capital Distributor 
Co. of Washington—a liquor wholesaler—to its retailers prohibiting 
them from advertising the brands handled by Capital Distributors. 
Presumably this action had been taken because these retailers insisted 
upon advertising liquor at cut prices. 
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After talking to this complainant, I communicated with Mey 
Siegel, owner of Capital Distributors, and interrogated him with 1 
gard to this circular. Siegel informed me that he had done noth 
but follow the lead of Milton Kronheim, whom he described as t 
leading liquor distributor in the Washington area. He further stat 
that every other wholesaler in Washington had sent out similar lette: 
to their retailers. Siegel took the position that we were discrimina 
ing against him by singling him out when all of the other wholesal 
were all engaging in the same practices. He promised at that tin 
they would obtain for me copies of the same type of circular whi 
his competitors had issued. 

He sent me several other circulars similar to those of his compal 
vhich had been sent by wholesalers to retailers, forbidding them t 
advertise a particular wholesaler’s product. Included among thes 
circulars was one from Mr. Kronheim’s company. Upon receipt « 
these documents I called Mr. Kronheim and requested him to come 
and discuss this situation with me. 

Mr. Kronheim called Ooh me and when I showed him the cir ul 
from his company, he stated that he had carried on the same pol 
for a number of years and that it had never been questioned. 

I explained to him that we took the position that these circulars wi 
objectionable and, in my opinion, represented an attempt to fix t! 
retall prices of liquor. Mr. Krol heim then asked if he could call ( 
me at some later date with his attorney, Mr. Joseph Donohi e. 

Meantime, I had ascertained that matters of this nature involvin: 


retail liquor prices in the District of Columbia were traditional 


mndled by the Federal Trade Commission. I learned that on Febr 
ary De I! Hi), t it Fede i! Trade Comm sslon had sued a cease-and-de 
t order iwainst Mr. Kronheim and other Washington wholesale 


enjoining them from fixing the retail prices of liquor in any manne 
‘| his cease-and-desist order also affected a Washington association ot 
retailers with 175 members. 

Thereupon, I took up the question of this particular complaint with 
my superior, Mr. Hodges, and recommended Lo him that we forward 
the material to the Federal Trade Commission. Mr. Hodges col 
curred in this and the matter was referred to Federal Trade. I late 
learned from Mr. Samuel Williams of the Federal Trade Commission 
that the documents we sent to that agency were instrumental in the 
issuing of a cease-and-desist order on December 7, 1951, against the 
Middle Atlantic Distributors, Ine. The complaint which preceded 
the cease-and-desist order was filed on January 18, 1949, and among 
other thu gs charged that the respondent permitted the advertising ot 
its products by its retail dealers only at fixed resale prices. The De 
cember 7, 1951, order of the Commission enjoined this activity. 

I cite this case because as I read Mr. Branham’s testimony to this 
committee, he attempted to have the Antitrust Division pursue a com- 
plaint against the Middle Atlantic Distributors and was critical of it 
because it did not. Our Division for some years past has maintained 
a close liaison with the Federal Trade Commission. We have an 
understanding with that ageney that all contemplated investigations 
will be cleared with it and that 1f Federal Trade is already conducting 
an investigation in the industry concerned, we will withdraw and 
permit it to conclude its investigation and take whatever action is nec- 
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essary. ( ‘onversely, Federal Trade clears its prop osed investigations 
with us and if we are already in the field, Federal Trade will take no 
further action. 

Since in the case of the liquor industry here in Washington, we had 
discovered that Federal Trade had issued a complaint as long ago as 
8. Any complaint of the type described by Mr. Branham and 
which should not be handled as a small business matter would auto 
matically be referred to Federal Trade. Under this procedure we 

ave In recent years sent to the Federal Trade Commission complaints 
oncerming liquor. And we have ¢ elven clearance to the Federal Trade 
Commission on other liquor matters. 

In the fall of 1946 the head of my section, Mr. Edward P. Hodges, 
went to Cleveland for several months in connection with the trial of 

n antitrust case involving the plumbing industry. Mr. Hodges’ 
issistant at that time was Victor Kramer. I was asked to oc Upy Mr. 
Hodges’ office during his absence and to assist Mr. Kramer in supe 
ising’ the activities of the complaint section. Both Hodges aces 
Kramer knew that I had several of my own cases and investigations 
pending but I was asked to give Mr. Kramer as much assistance as | 
possibly could. 
Soon after I manors | ese new duties, Mr. Kramer came into my 
lice one clay and | Leadie hag me a draft of a proposed memorandum 
to the Federal Bureau of Investigation, requesting an investigation 

r the cooperage industry. He remarked that he could hot make 
ead nor tail of the memorandum and asked me if I would 

to see if : ne make any sense Of it. He turther told me: 
me, as 11 ill, that the memorat im had been 4} repared 
Branham, t ‘hat ie had no confidence 
he lacked ability and would require close supervision. The mem 
orandum was the most garbled one that I had ever seen. had no 
coherence and it ap peared obvious that the author h id no conception 
of the tvpe of investigation that would be required to establish anti 
trust violations. 

lL ascertained from our files that the Division had received com 
plaints from some small liquor cist illers and cooperage manufacturers 
charging that the Big Four of the liquor industry were purchasing 
cooperage plants in an attempt to control the market and to force 
the independent producers out of business. I also ascertained that 
the small liquor distillers were finding it virtually impossible to secure 
cooperage in which to age whiskies. 

When I finished reading Branham’s memorandum, I informed 
Kramer that I thought it was very poorly drawn and, of course, we 
could not send it in that shape to the FBI. 

Kramer then told me that while he realized I was very busy he 
would appreciate it if I would redraft the memorandum and there- 
after supervise Branham’s conduct of this investigation. I did re 
draft the memorandum and Kramer added a couple of thoughts of his 
own and forwarded it tothe FBI. From that time on I worked rather 
closely with Branham in the cooperage investigation. 

The FBI was later requested to extend the scope of its original in 
vestigation and by the time it completed its assignment the cooperage 
industry had been thoroughly looked into. It was felt after reading 
the reports from the Bureau that we could not establish a case against 
the Big Four for conspiring to monopolize the cooperage industry. 
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While the investigation of the cooperage industry was still pendi 
we learned from representatives of some of the small liquor distillers 
that their cooperage problem could be solved if the Alcohol Tax Unit 
of the Treasury Department would change its existing regulations 
regarding the proper labeling of aged bourbons. 

In other words, they felt that if the Alcohol Tax Unit would pel 
mit the distillers to age their whiskies in used cooperage, and » 
allow them to label their bottles in the same way they were permitt: 
to do in new cooperage, there would be more than an adequate supp 
of cooperage to meet all their needs. 

By this time, which was approximately March 1947, I found th 
I would have more time to devote to the cooperage investigation. 

Mr. Branham and I visited Mr. Carroll Mealey, Deputy Co: 
missioner of the Alcohol Tax Unit, and acquainted him with t! 
position of the small distillers as regards the use of used cooperag: 

Mr. Mealey was very interested in our statement and advised if t! 
Department would submit a proper request he would arrange to hay: 
an industry meeting called for the purpose of discussing this subject. 

I prepared such a request which was sent to Mr. “Mealey. H 
acknowledged our letter and stated he would make arrangement 
have the industry meeting called as he had promised. 

Shortly after this, Mr. Berge, who had been Assistant Attorne 
General in charge of the Antitrust Division for several years, 1 
signed. He was replaced by John Sonnett. 

Within a few weeks of Mr. Sonnett’s appointment, I was informe: 
by Mr. Kramer that he had talked to Mr. Sonnett about the cooperag 
problem and told him of our efforts to have the regulations of th: 
Aleohol Tax Unit changed. 

Mr. Kramer said that Mr. Sonnett had advised him that we wer 
a litigating department and that we should play no part in attempting 
to have another Government agency change its regulations. 

According to Mr. Kramer, Mr. Sonnett added if we could not prov’ 
that the Big Four were conspiring to monopolize the cooperage in 
dustry, then we should let the matter drop. 

That was the end of my connection with cooperage. 

I would like to point out here that nowhere in his testimony does 
Mr. Branham mention my name in connection with the cooperage 
investigation. 

The entire tone of his testimony is calculated to leave the impression 
that he was in charge of this investigation. Such is not the case. 
I always understood from Mr. Kramer that Mr. Branham was work 
ing ntier my supervision, and I acted accordingly. 

Mr. Branham was not in charge of the investigation because Mr. 
Kramer left no doubt in my mind on several occasions that he did 
not feel that Mr. Branham was capable of directing it. 

His testimony indicates that it was he alone who conversed with 
Mr. Mealey of the Alcohol Tax Unit in an effort to have an industry 
meeting arranged to decide whether the labeling regulations should 
be revised. 

His testimony also indicates that it was he who decided that no case 
involving cooperage should be brought against the Big Four. 

The record should be clear on these points. Mr. Branham did 
accompany me when I talked to Mr. Mealey; but, as far as I was 
concerned, I did most of the negotiations. 
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Furthermore, I talked over their entire cooperage situation many, 
any times with Mr. Kramer during the course of the investigation 
when Mr. Branham was not present. 

{ do not recall Mr. Branham ever stating in my presence that he 
decided or felt that there was no case. I do recall having a conference 
with Mr. Kramer where we decided after a review of the material 
which had been submitted that there was no case involving conspiracy 

. the cooperage industry. 

Mr. Mrrcnett. I have no questions. 

Mr. Rashid, do you care to make a statement? 

Mr. Cuetr. Mr. Rashid, do you solemnly swear the statements you 
are about to make will be the truth, the whole truth, and nothing ‘but 
he truth, so help you God ? 

Mr. Rasum. I do. 


TESTIMONY OF BADDIA J. RASHID, GENERAL LITIGATION SECTION, 
ANTITRUST DIVISION, DEPARTMENT OF JUSTICE 


Mr. Rasuim. My name is Baddia J. Rashid. 

I was employed by the Antitrust Division of the United States 
Department of Justice in March of 1948 as an attorney in the Trial 
Section, a litigating section of the Antitrust Division. 

I was subsequently transferred to the General Litigation Section, 
where I am presently assigned. 

In my present position with the Antitrust Division, I am classified 
as atrial attorney. My full employment in the Department of Justice 
from 1948 to the present time has been with the Antitrust Division. 

In the spring of 1949, Mr. Edward P. Hodges, then Chief of the 
frial Section of the Antitrust Division, assigned Mr. W. Wallace 
Kirkpatrick, attorney in the Trial Section, to conduct a general sur- 
vey of the national liquor industry, with particular reference to the 
practice of the major distillers. 

This survey was to include a reexamination and reevaluation of all 
the evidence, documentary and otherwise, which the Department has 
received in a grand-jury investigation of the national liquor industry 
in 1943 and 1944. 

It was also to include a statistical survey of the national distilling 
industry from the close of the grand-jury investigation to the time 
of the survey in order to determine the degree of concentration in the 
hands of the major distillers. 

This survey in 1949 was to be a thorough study of all the material 
in the files of the Department of Justice, including that obtained 
through the grand jury, and any other information that could be 
secured from other governmental sources. 

The purpose of the survey was not to conduct an actual full-scale 
investigation of the liquor industry but was merely to determine 
whether or not a full-scale investigation of the liquor industry was 
warranted by the facts developed in this survey. 

That was the reason for limiting the staff to an examination of the 
sources within the Government. 

Mr. Kirkpatrick called me into his office either in late March or 
early April 1949 to tell me that I had been assigned to assist him in 
conducting this survey. Also assigned to this project were Mr. John 
J. Bevington, an attorney, and Mr. Leonard Berke, an economist. 
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This staff immediately began the task assigned. We reexamined 
the evidence in the files of the Department of Justice, all of the do 
mentary evidence secured from the grand-jury investigation, wh 
consisted of approximately 15 to 20 file drawers of documents a 
other materials, and a particular study of all the complaints wh 
the Department had received against the liquor industry. 

In addition, we secured statistical and other material from the f 
of the Securities and Exchange Commission, the Alcohol Tax Unit 
the Treasury Department, the Department of Commerce, and ot! 
governmental agencies. 

For example, we obtained comprehensive statistics from the Alco] 
Tax Unit on production, bottling, rectifying, and withdrawals 
whisky stocks from warehouses. 

Krom the Federal Trade Commission we secured authority to ex 
amine all of their files relating to liquor investigations which the 
conducted, and from the Securities and Exchange Commission 
acquired valuable information on the acquisitions oft the Bio Four 
their financial erowth. 

\t the time we began our liquor survey in 1949, there was a coope 


l 


age investigation that had be n conducted by attorne ys 3 in the tl 


section. A Mr. Edward Kenney was handling this matter under M 
Kramer's veneral upery SION. 
All of the files and report relating to cooperage were transfe rred t 


our staff to be incorporated in our general surve. 

We also had available all of the memoranda which Mr. Branham 
pre pa ired on tlhe liquor inch OM and which were contained in the 
of the De partment of Justi 

These we considered : shila with all of the other information that wa 
eathered., 

Ineicl ntally, there were one or two memoranda prepared by Mi 
Branham in 1948 and 1949 which he did not send to the files of thi 
Department until after this committee had began its investigation. 

Mr. Branham in his testimony stated that he had received numerou 
complaints in the liquor indus try which he had prepared in memo 
randum form and discussed and submitted to his superiors with his 
recommendations 

Mr. Hamill in his testimony likewise testified that he recalls that 
Mr. Branham had submitted certain memoranda about complaints that 
he had received in the liquor industry and that Mr. Hamill had ap- 
proved these memoranda for forw arding to the litigating sections. 

Mr. Clapp requested Mr. Hamill to go through his files and to pick 
out all memoranda on liquor which had been prepared by Mr. Ernest 
L. Branham since the time he was associated with the Small Business 
Unit, which was from April 1947 to the present time. 

Mr. Hamill secured those memoranda which I have here in my pos- 
session. These are the memoranda to which Mr. Branham refers in 
his testimony, on page 864, and Mr. Hamill stated to me this morning 
that these are the memoranda concerning which he testified that he 
had approved for forwarding. 

I would like to call the committee’s attention to the fact that in all 
these memoranda on liquor prepared by Mr. Branham there is only 
mention of a single complaint. 
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For a period of approximately 5 months we studied and correlated 
ll of this information that we had gathered, and in September 1949 

e staff prepared a comprehensive and detailed report of its findings 
ind conclusions. 

This report specifically confirmed the conclusion that had been 
reached by the Antitrust Division staff in the prior grand-jury in- 
vestigation. 

In that former investigation, much documentary evidence had been 
secured from the tiles of the Big Four and from other distillers, in- 
dependent distillers, through grand-jury subpenas and actual file 
searches and also other information from other Government agencies. 

At the conclusion of that investigation, Mr. William Butz, who was 
mmediately in charge, prepared a full report of the staff's findings 
ind conclusions. This re port was pre pared in 1944, and not in 1946 as 
\fr. Branham testified in this hearing. 

The Ore ind jury sti iff cone luded the re was noey ide nce of conspire Cc 'y 
or collusion among the Big Four hi quor distillers either in the acquisi- 
tion of plant and properties or in their marketing and distribution 
practices. They concluded there was no indication that any of the 
Big Four liquor distillers had any common connections or affiliations 
with banking interests. 

They found, however, that there was a high degree of concentration 
n the liquor industry in the hands of the Big Four, in production, 
bottling, and in withdrawals of stocks from warehouses. 

There were also some indications of price rigidity in the indust ry, 

— was no evidence to be found of collusion or conspiracy 
10 the Big Four in estab ishing or maintaining prices. 

They found furthermore that the price situation was primarily a 
local matter involving alleged pr ice-fixing conspir icies on the whole- 
sale and retail level as well as resale price-maintenance practices, but 
absolutely no evidence of price fixing on the distilling level. 

After our staff had completed its extensive and comprehensive sur- 
vey of the liquor industry in 1944, we reached the following conclu- 
sions which were the same as those of the prior grand-jury staff. 

Our first conelusion was that all phases of the liquor business were 
heavily concentrated in the hands of four major distillers. As a unit, 
these four controlled production, marketing, and distribution of 
whisky. 

However, each was an independent separate company, and the 
facts available revealed an absence of combination, conspiracy, or 
concert of action among these four companies. 

The extensive investigation made with the aid of grand-jury sub- 
penas and file searches in 1944 indicated a total absence of any ele- 
ment of conspir acy among these companies, and in our subsequent 
survey we found no suggestion or intimation that the practices or 
activities in this industry were the result of any combination. 

Our second finding was the absence of significant complaints from 
independent distillers during the postwar period negatived the exist- 
ence of antitrust violations on the part of the major distillers. 

There was no complaint of conspiracy or monopoly directed against 
the Big Four. Although testimony has been given in these hearings 
that the Department received numerous complaints during the post- 
war period, actually these complaints generally involved small-busi- 
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ness matters, resale price-maintenance schemes on a local level, 1 
allegations of price fixing on a local level. 

It. is a fact that a special study of all complaints received by the 
Division during this period was made by Mr. Bevington in 1949 at 
the request of Mr. Kirkpatrick, and he found that only about 25 co: 
plaints in the liquor field had been filed with the Division. 

None of these complaints offered any evidence of conspiracy by t 

sig Four to restrain competition or to monopolize. Even Mr. Bra 
ham in his testimony in this hearing admitted that many of the co: 
plaints he handled were of a local nature. 

Finding No. 3: There were certain indications of competition in t 
liquor industry among the Big Four and others. One of these, o! 
course, was the checkered career of Publicker, which arose from pr 
war insignificance to the position of the largest producer for the yea 
1945 and 1946 and then dropped out of the “production picture. 

Another case was the series of price cuts announced by small d 
tillers in 1949 which showed that they were able to adjust their ov 
prices as they saw fit, in spite of the dominance of the major distille: 

Again, there was competition among the Big Four in bidding f. 
certain properties, particularly between Schenley and Seagram. 

In addition, leadership in the production field varied among tl 
Big Four from year to year, and the position of each as to stocks, 
withdrawals, and bottling has not been consistent and has shifte 
radically and rapidly. 

Moreover, competition was heightened by the fact that certain di 
tillers went heavily into the wine industry while others did not, an: 
that distillers of straight whiskies competed with distillers of blende 
whiskies for the consumer's dollar. 

Finding No. 4: There had been an early suggestion that control o| 
the cooperage conbane by the distillers would be used to control th: 
distilling industry. 

The facts disclosed that about 90 percent of the cooperage plant 
were under the control of whisky distillers; that the Big Four had 
acquired cooperage facilities and that some distillers were having 
difficulty in obtaining cooperage. 

However, we found that at the close of the postwar period ther 
was ample cooperage available to any purchaser and in fact, man) 
of the independent ‘distillers and even the small ones had purchased 
cooperage facilities for their own use. 

Finding No. 5: The price situation was largely a local matter with 
prices determined by local conditions. The prevalence of State fai 
trade laws was one factor making the price situation primarily local. 
The complaints charging local price-fixing schemes were referred 
either to the Small Business Unit or to the Federal Trade Commis 
sion for appropriate action. 

Finding No. 6: Certain firms and classes of people engaged in 
certain aspects of the liquor industry had suffered hardship and some 
were even forced to discontinue their operation. But these instances 
of hardship were not the result of any violation of the antitrust laws. 
but rather they were injuries that resulted from the normal forces 
of competition operating in that wartime economy. 

Based upon these findings, our staff in 1949 recommended several 
courses of action for consideration by Mr. Borkland and Mr. Berg- 
son. 
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Che first suggested course of action was to suspend the liquor in 
quiry. The second was to file a civil action against the Big Four 
based upon the theory of oligopoly and the third was to initiate a 

ited field investigation by the FBI. 

These suggested courses of action were discussed by the members 

the staff and our position with respect to each was clearly outlined 
the report which we prepared. Our position could be briefly stated 
follows: 

First, we did not feel that a course of action based upon the theory 
of oligopoly would be advisable because the liquor industry did not 
ffer the appropriate opportunity to attempt an expansion of the 
iw to cover that theory for several reasons; because of the extensive 

vernmental control over this industry on the national, State, and 

cal levels; because of the express declarations of social policy in 
iny of the States tending to make undesirable an increased supply 
f cheap whisky; because of the competitive aspects which existed in 
ertain parts of this industry, and because liquor was a luxury product. 

Two, we thought at first that it might be advisable to suspend the 

nquiry at its present posture, in 1949, to watch the future develop 
ments before deciding whether to launch a full-seale investigation. 
In view of the fact that prior investigations revealed only bare con 
entrations, including almost 15 investigations by the Congress, un 
wcompanied by conspiracy or illegal practices, and in view of the 
fact that there was an absence of significant complaints and that 
evidence of competition had been discovered among the Big Four, 
{ was particularly interested in suspending the matter to await later 
developments before attempting a vague and general investigation 
of the whole liquor industry. 

However, it was our eventual conclusion that the matter should 
not be suspended in view of the high degree of concentration in the 
industry. 

The third alternative we suggested was to continue the investigation 
ona broader scale. Because of the fact that extensive file searches in 
'044 of the Big Four failed to disclose valuable evidence, because of 
the extensive governmental regulations of the industry, and because of 
the numerous congressional investigations of liquor, we felt a direct 
approach to the Big Four would be useless because their files were 
probably in a respectable condition. 

We decided against any investigation of the more than 1,500 whole- 
salers and the 160,000 retailers because that would involve an almost 
impossible task for the FBI and did not seem likely to produce any 
evidence against the major distillers. 

Therefore it was felt that if any investigation was to be conducted 
it should involve contact with the independent distillers to ascertain 
whether they had encountered any difficulty and whether they had any 
complaints against the major companies which would suggest anti- 
trust violations. 

We could not, of course, direct the FBI toward any specific practices 
and such an investigation would necessarily have to be requested in 
general terms, covering the entire operation of the whole industry for 
an extended period of time. 

Such an investigation would entail extensive work on both the part 
of the FBI and ourselves and it was impossible to determine whether 
it would likely prove fruitful. 
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I personally felt that such an investigation should not be aut] 
ized. A perusal of the draft of the request to the I’ BL for an invest 
tion which we prepared clearly indicates that it would have b 
nothing more than a fishing expedition into the activities, the files, a 
the operations of distillers throughout the entire United States w 
out any basis in fact upon which to proceed, 

There was a total absence of complaints which could serve a 
guide for such an investigation. There was an absence of evide) 
upon which we could base a probable violation of the antitrust la 
and therefore the investigation would necessarily have to be extrem: 
general and primarily of a statistical nature. 

Such an investigation is not of the type of character which t 
” :partment normally conducts. It hi as been the polic, vy of the Divi 

s long as I have been there to authorize grand jury o1 ‘ FBI invest 
chaos only when we had reasonable grounds to believe that a vio 
tion of law existed in that Mndustry. 

In this case we had no such evidence. 

Members of this committee have expressed the opinion that if 
proceeded with a limited field investigation, we could have int 
viewed many Independent distillers and secured valuable evide 
from them of antitrust violations in the industry. 


| have alwavs doubted that this could be accomplished, and t 


course of these public hearings has clearly demonstrated the corre 
ness of my position. 

I have listened to the testimony of all of the individuals in t 
liquor industry whom this committee has xalled to testify to sho 
the type of information we could have secured through a field 
Investigation, 

1 have found nothing in any of this testimony by members of 
the liquor industry which would prove a monopoly that is in vi 
lation of the antitrust laws by the Big Four or which would « 
indicate a reasonable point of reference for further nventianting: of 
the Big Four. 

All of these findings and conclusions which we reached were co 
tained in the memorandum which was prepared in September 1949 
by the staff and then transmitted to Mr. Hodges. 

After he had an opportunity to examine it, Mr. Kirkpatrick and 
myself discussed the three possible courses of action with him, on 
several occasions. It must be pointed out here that in our memo- 
randum we did not recommend any of the three spec ific courses of 
action. We mere ly set the three out as three alternatives to be deter- 
mined by Mr. Bergson and Mr. Borkland, which of the three if any 
they would pursue. ' 

Mr. Kirkp: itric Ik, Mr. Hodges and myse If decided th: at if : f Mr. Be rg- 
son should give us the signal to go ahead with the liquor inquiry and 
if he should require us to make a choice between a civil action of 
oligopoly and a limited field investigation, then and only then would 
we recommend the limited field investigation even though we were 
convinced it would not prove fruitful. It would at least be a last 
attempt. 

Mr. Hodges forwarded the memorandum to Mr. Borkland who 
then requested the staff to condense the memorandum and resubmit 
it to him. Pursuant to this request a condensed report was prepared 
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December 1949, and submitted to Mr. Hodges ho then forwarded 


to Mr. Borkland for his consideration. ‘This is the memorandum 

Lich the committee has in its possession al cd which is an accurate 
O densation of the original report which this committee’s invest 

itors had an opportunity to see and examine. 

After the condensed memoranatumn il ubmitted to Mr. Borklaa ay 

ad very little contact wit] he uo! quiry exc t Mi 

Hodges occasionally informed me that Mr. Borkland 

mn had not authorized ai vestigation 


and Mr. Berg- 


OT the 

Throughout mV associa 
rust D VISION. | Cah POULT 

ny Way with this survey 

rformed his work with out 

Aside from the Antitrust Divis 

committee mdicated particulal 

rec by members of the Ant trust 

vestigations made by the Division of t] i 

ich memorandum was specifically requested | 

Chis committee has likewise heard the tes I 

ade allegations of intimidation arising o1 ' the preparation of 

s memorandum. 

In order that this committee may secure a compl te and ol jective 
picture concerning the preparation of this memorandum I should 
like to make the following statement which will outline in detail the 
Various conferences In which this memorandum was cliscussec and 
prepared and at which I was present. 

On April 17, 1951, Mr. Edward P. Hodges called me into his office to 
tell me that the Chelf committee was interested in having particular 
information about our activities with respect to the liquor industry. 

He asked me to review my files and such of the department files as 
I found necessary in order to refresh my recollection as to the various 
CULV ities of the diy ision with respect to the liquot industry. He stated 
that after I had completed this examination, Mr. Morison wanted us 
to discuss this matter with him. I then examined such files as were 
available concerning our studies of the liquor industry and made a 
brief outline of our activities. On the morning of April 18, 1952, Mr. 
Hodges and myself held a conterence with Mr. Morison in h s oflice 
during which we outlined to Mr. Morison the various studies and in 
vestigations which the Division had made of the liquor industry, to 
gvether with an outline of the conclusions which the various statls had 
reached. 

A fter Mr. Hodges and myself had outlined these facts to Mr. Mori- 
son, Mr. Morison asked us whether all of the members of the staff had 
agreed with the conclusions reached at the close of the 
investigation in 1944 and the 1949 liquor survey. 

Mr. Hodges explained to Mr. Morison that insofar as he knew, there 
was only one individual who had some disagreement with the conclu- 
sions reached in the grand jury investigation and that all members of 
the staff in the 1949 survey were unanimous in their conclusions. 

Mr. Hodges then stated that the individual who had disagreed with 
the rest of the staff in the erand jury investigation was Mr. Ernest 
Branham. Mr. Morison then stated that in view of that fact it would 
be advisable to call Mr. Branham into his office to get his individual 
views on the matter. , 


rand jury 
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Mr. Branham was then called into the conference. Mr. Moris: 
asked him in what particular respects he had disagreed with the c 
clusions reached by the grand jury staff. 

Mr. Branham stated that he had felt that the Division might be 
able to develop something along price-fixing lines, or in the cooperag: 
field, and that, therefore, the inquiry should not have been clos 
in 1944, 

Mr. Morison then asked Mr. Branham during what period of tin 
he had been connected with the national liquor investigation of the 
Antitrust Division. 

Mr. Branham stated that he had been connected with liquor matters 
in the Division for a number of years. Mr. Hodges then asked M 
Branham whether it was true that he had been generally connected 
with matters involving retail price making, and local price fixing casi 
on the retail level and that his experience on the national liquor i: 
vestigation was only of short duration. 

Mr. Branham agreed that. that was accurate. Mr. Morison the 
explained to Mr. Branham that the Chelf committee was intereste«| 
in our liquor studies and that, therefore, Mr. Branham should ho! 
himself available in the event further information might be requeste 
of him. 

Mr. Branham then left the conference. 

Subsequently Mr. Allen Dobey was called into the conference t: 
outline to Mr. Morison his activities in connection with the liquor in 
quiry after he had replaced Mr. Kirkpatrick on the staff. 

After the conference was over, Mr. Hodges explained to me that 
their committee was sending someone over to the Division that after 
noon to discuss the matter with us and that I should make myself 
available to participate in the conference. 

On the afternoon of April 18, 1952, Mr. Collier, an investigator for 
this committee, conferred in Mr. Morison’s office with Mr. Morison, 
Mr. Hodges, myself, and Mr. Elmo Flynt, an employee of the Anti 
trust Division who did extensive work on the Division’s grand jury 
investigation of liquor in 1943 and 1944. 

Mr. Flynt was called into the conference so Mr. Collier would have 
available at that time a staff member from both the grand jury in 
vestigation and the 1949 survey of liquor, in the event he should re- 
quest particular details. 

At that conference, Mr. Morison outlined to Mr. Collier the various 
activities of the Division from 1943 to 1950 with respect to the liquor 
industry. 

At the conclusion of Mr. Morison’s statement, Mr. Hodges told Mr. 
Collier that if he wanted any specific information about our liquor 
inquiries, it might be advisable for him to speak to all members of the 
staff who actually handled these matters. Mr. Hodges told Mr. Collier 
that he would make available all members of both staffs in the event 
Mr. Collier desired to interview them. 

Mr. Hodges also pointed out to Mr. Collier that one member of the 
earlier staff, Mr. Branham, was in some disagreement with the con 
clusions reached-by the staff at the close of the grand jury investigation 
and that therefore Mr. Collier might particularly like to speak with 
him. 
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Mr. Collier replied that at that time he did not wish to discuss the 

atter with any members of the staff, but that he might wish to do so 
i a later time. 

Mr. Collier then requested Mr. Morison to make available the de- 

itmental files on liquor so that he or another investigator for the 

mmittee could examine them. 

Mr. Morison told Mr. Collier that in accordance with the instrue- 

on of the Acting Attorney General he would make available all the 

epartmental files on liquor the following mor ning, } Monday morning, 
th the exception that all confidential material would be removed 
from the files. 

\fter the conclusion of the conference, Mr. Morison and Mr. Hodges 
equested me to examine all the departmental files on liquor and to 
remove therefrom, all confidential material. 

I followed those instructions over the week end and removed from 

he files all reports of the Federal Bureau of Investigation, all com- 
ae filed with the Department, memoranda which disclosed the 

ames of complainants and informants, and confidential material ob 
ained from other Government sources. 

On the afternoon of April 21, 1952, Mr. Collier came to the Division 
ind was given access to these files. After he reviewed the files he 
onferred in Mr. Morison’s office with Mr. Morison, Mr. Hodges, Mr. 
Flynt, and myself. 

Again, Mr. Morison briefly outlined to Mr. Collier the results of 
the various studies and inquiries made by the Division of the liquor 
industry. 

Mr. Collier then requested Mr. Morison to prepare for this com- 
mittee a written memorandum about the various studies and invesiga- 
tions made on the liquor industry and the conclusions reached in each 
case by the staff. 

Mr. Collier also requested that Mr. Morison furnish the committee 
with a list of the staff members on each such investigation and also 
a list of all classes of materials of a confidential nature which were 
excluded from the departmental file shown him. 

He also requested a copy of the December 1949 report submitted 
by the staff at the conclusion of the liquor survey of that year. 

Mr. Morison agreed to furnish these to the committee. 

At that time Mr. Hodges again told Mr. Collier that all members 
of both staffs on liquor matters were available in the event Mr Collier 
desired to interview them for further information. 

Mr. Hodges again indicated to Mr. Collier that Mr. Branham was 
in disagreement with the results of the earlier grand-jury invesigation. 

Mr. Collier replied he did not wish to discuss the matter at that 
time with any staff member. At least, not until the committee had 
an opportunity to study the memorandum which Mr. Morison was to 
prepare for the committee. 

At the conclusion of that conference, Mr. Morison requested Mr. 
Hodges to prepare a draft of the statement to the committee. Mr. 
Hodges then requested Mr. Flynt to prepare a draft of an outline 
of the grand-jury investigation, and he asked me to prepare a draft 
of an outline of the 1949 survey. 

After Mr. Flynt and myself had prepared this material, we con- 
ferred with Mr. Hodges and prepared with him a draft of a memo- 
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randum for this committee outlining the Division's activities 
respect to liquor from 1943 to 1950. 

When the draft was completed, Mr. Hodges and myse lf took 
Mr. Morison, who read it carefully and made certain changes in 
guage and in form 

Hodges mic | then called 1h) Mr. Leonard Berke, who Wo! 
the Lao survey. We asked him to read the dh 
ugvestion and comments on it. 

: t hae ! made certain changes in | ing@uage 1n the mel 
ral lum wh ch \ ms Llodges and | wave to Mv. Mo} son for | his awpproy 
Mr. Morison had an opportunity to examine our changes and si 

Hodges the corrected copy, which was then typed in final for 


memorandum was typed, Mr. Morison and Mr. Hod 
decided it would be advisable to have every member of both staf 
initial the memorandum with respect: to that phase in which ea 
participated, if they agreed that it was an accurate statement of wl 
had transpired, 

It should be pointe d out here that the purpose of this memorandu 
according to the requests of Mr. Collier, was not to outline any e\ 
dence in the possession of the Division which would. indicate wheth« 
or not members in the liquor industry were violating the antitrus 
laws, nor to prove whether the Division had or had not suflicient ev 
dence upon which to proceed. 

The purpose of the memorandum was merely to outline specificall) 
the various surveys and investigations which the Division cH to 
gether with a statement of the findings and conclusions reached by 
the staff in each such case. In other words, it was merely to present 
chronological outline of our activities as reflected in the files of th 
Division, 

Mr. Hodges, Mr. Berke, and myself read the memorandum and 
initialed it indicating that we considered it an accurate outline of thi 
Division’s activities with respect to the 1949 survey. 

Mr. Hodges sent the memorandum to Mr. Holmes Baldridge, Chief 
of the General Litigation Section at the time of the grand jury inves- 
tigation. 

Mr. Hodges told me he had requested Mr. Jaldridge to call in all 
the members of the staff of the grand jury investigation to read the 
memorandum and to initial it with respect to that phase in which each 
participated, if they considered it an accurate account of what trans 
pired. 

Mr. Hodges also told me that he had asked Mr. Baldridge to per- 
mit any member of the staff who felt the memorandum did not aecu- 
rately reflect the status of our activities to indicate to Mr. Baldridge 
any changes he desired to be made in the memorandum or in the 
alternative to prepare a written memorandum setting forth in detail 
his major objections and criticisms to the memorandum. 

Mr. Hodges told me that any such objections to the memorandum 
would be referred to Mr. Morison so that he could either correct the 
memorandum or submit the objections to this committee. 

Mr. Hodges was leaving the city for a few days and he asked me 
to make sure that everyone on the staff of both the grand jury inves- 
tigation and the 1949 survey had had an opportunity to see the mem- 
orandum. 
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A few days later, Mr. George Comer, Chief of the Economic See- 
on of the Division called me to his oflice to discuss with him certain 
inges he se going to ask Mr. Morison to make in the memorandum. 

1 cliscussed | these matters with Mr. Comer and we agreed on st veral 

wees. These changes were then 1 Incorporate d in the me morand im 

th the approval of Mr. Clapp and Mr. Hodges and the memorandum 

is retyped in the form in which this committee now has it. 

All of the members of the grand jury staff and all of the members 
f the 1949 survey initialed that memorandum as being an accurate 
tatement of what transpired with the exception of Mr. Branham. 

Mr. Hodges told me that Mr. Branham objected to the conclusions 
reac hed | OV the erand jury staff and that, therefore, he would hot 

itial the memorandum. Mr. Hodges also told me that he could not 
nderstand Mr. Branham’s position, inasmuch as the purpose of the 
nemorandum was merely to reflect what had transpired in the Divi- 
sion and inasmuch as Mr. Branham’s objection did not go directly to 
he accuracy of the statement relat Ing the activities and conclusions of 
ie grand jury staff. 

This memorandum as thus approved was thereafter submitted 
this committee and it has been made a part of the evidence in this 
earing. 

I can tell this committee in all sincerity and without reservation 
that this memor: andum pre pared spec fie nully at the committee's request 
s in no sense a whitewash of the Division’s activities in the field of 
liquor. 

Contrary to any statement made by Mr. Branham, this memoran- 
qaum accurately reflects in every detail the activities of the Division 
as gathered from the departmental files. 

I have personally checked its contents on three different occasions 
against the records in the Department of Justice. Mr. Branham’s 
characterization of this memorandum arises out of a complete mis 
apprehension on his part of the purpose for which it was prepared. 

I can also tell this committee that at no time during the prepara- 
tion of this memorandum was any individual ever denied an oppor 
tunity to express his views on the accuracy of its contents, including 
Mr. Branham. 

Nor has this committee’s personnel ever been denied the opportunity 
to discuss with any Antitrust staff member his particular views on 
the language of the liquor studies by the Division. 

And I am sure that this committee will find in the record of this 
hearing no credible evidence to the contrary. 

Mr. Mircnrii. IT have just two quick questions, Mr. Rashid. 

I have improved my mind by reading a couple of articles you have 
written, one called “Antitrust Aspects of Exclusive Dealing Arrange- 
ments” in the Georgetown Law Journal, volume 40, No. 2, January 
1952, and I would like to say to you as one lawyer to another it is a very 
excellent article. 

And another, in the Georgetown Law Journal, volume 40, No. 3, 
March 1952, a review of a book called Economic Approach to Anti- 
trust Problems, in which you express a number of your personal views. 

Now, do you feel that the views you e ‘xpressed in those two articles 
are in any way inconsistent with the views you have expressed here 
today? 
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Mr. Rasuip. I do not. 

Mr. Mrrenet,. Would you be at all surprised if the Federal Tra 
Commission might file complaints against two of the major distille: 
claiming violations under the theory, the legal theory of the Kiefi 
Stewart case ¢ 

Mr. Rasuip. Would I be surprised if they did ? 

Mr. Mircueny. Yes. 

Mr. Rasim. I would have to know what you mean by the theo 
of the Kiefer-Stewart case. Are you speaking of the conspiracy asp« 
or the refusal to deal ? 

Mr. Mirenevt. Actually, I had in mind the theory of an illega 
combination among subsidiary companies and a parent company. 

Mr. Rasrip. You mean the theory of combination between pare 
and subsidiary ? 

Mr. Mircuet. Yes. 

Mr. Rasuip. No, I would not be surprised at that. It is a new field 
and it is possible they will try it out to see if Kiefer-Stewart wil 
stand up. 

Mr. Mrrcnent. It is a landmark case, is it not ? 

Mr. Rasuip. Kiefer-Stewart is an important case, as far as I an 
concerned. 

Mr. Mircuet.. I am glad you join me in that. 

That is all, Mr. Rashid. 

Mr. Chairman, I want to comply with the request of the Depart 
ment that as an exhibit, the entire memorandum prepared for this 
committee by the Department, a memorandum re national investiga 
tions of the liquor industry by the Antitrust Division from 1943 to 
date, which was handed to me on May 13, 1952, together with all of the 
attachments, be made a part of the record as an exhibit. 

Mr. Cuetr. Very well. 

(The memorandum prepared for the committee by the Department 
of Justice on national investigations of the liquor industry by the 
Antitrust Division was marked “Exhibit 32.” See pp. 7 31-745.) 

Mr. Mircuetn. I would further ask that the following excerpts of 
testimony be made a part of the record as an exhibit. 

The testimony of: Leroy C. McCauley, testimony of May 15, 1952 
page C-590, in the form that I handed to you; that of Chalmers Ham. 
ill, May 15, 1952, pages C-618 to 621, both relating to a statement of 
those gentlemen as to the contention of Mr. Branham and his other 
qualities to which they attest; the testimony of Victor H. Kramer and 
William A. Underhill, June 16, 1952, page C-1084; Howard R. Wal- 
ton, June 3, 1952, page C-853, regarding the charge that Mr. Bran- 
ham may have sought employment among the liquor companies; Mil- 
ton S. Kronheim, June 3, 1952, page C-955; and Alfons Landa, testi- 
mony of June 11, 1952, page C-1033. 

I have given a copy the Department representatives and I will 
give the other to the reporter. 

Mr. Cuetr. Very well. 

(The excerpts referred to were marked “Exhibit 33.” See p. 745.) 

Mr. Mrrcnetn. We are prepared to adjourn, then. 

Mr, Cuetr. We will recess subject to the call of the Chair. 

(Whereupon at 7:50 p. m., the subcommittee adjourned to recon- 
vene at the call of the chairman. ) 
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EXHIBIT 1 
JUNE 15, 1951. 
The Honorable the ATTORNEY GENERAL. 
Sir: On the recommendation of Admiral Cochrane, the Maritime Adminis 
rator, I am transmitting herewith a series of reports prepared by the Maritime 
dministration with reference to possible violation of several criminal statutes 

‘the United States and the possibility that certain of the transactions involve 

il fraud on the United States. The transactions described relate to sales of 

ssels to various purchasers under the provisions of the Merchant Ship Sales 

t of 1946. 

hese reports are the result of an investigation made by the Maritime Adminis- 

ration commencing in late 1950, when circumstances aroused the suspicion of 
the officials of the Maritime Administration. Several attorneys and investi 
gators of the Maritime Administration were assigned to the task and have worked 
upon it for a number of months. The aid of the General Accounting Office was 
requested, and employees of that office participated effectively in what became an 
exhaustive investigation. 

The reports are as follows: 

1. Inventory file 704: The China International Foundation, Inc., United 
Tanker Corp., and affiliated and subsidiary corporations—with a separate 
volume of exhibits. 

2. Inventory file 707: United States Petroleum Carriers, Ine.—with a 

separate volume of exhibits. 

3. Inventory file 708: North American Shipping & Trading Co., Inc.—with 

attached exhibits. 

4. Inventory file 709: American Overseas Tanker Corp., National Tanke 
Corp.—with attached exhibits. 

All these cases involve the requirement imposed by the former Maritime Com 
mission as a condition of sale, pursuant te the Merchant Ship Sales Act of 1946 

U.S. C., title 50, app. secs. 17385-1746), that the buyer be a citizen of the United 
States within the meaning of section 2, Shipping Act, 1916 (46 U. S. C. sees. 801, 
S02, 8038 

It is my request that these reports be studied by your Department with a view 
of determining whether or not any of the following statutes, among others, have 
been violated by any of the persons or corporations mentioned therein: 

1. 18 United States Code section 1001, relating to false representations in 
matters within the jurisdiction of Government agencies. 

2. Section 9, Shipping Act, 1916, 46 United States Code section S08, pro 
hibiting the transfer of any interest in an American vessel to aliens without 
the prior approval of the Maritime Commission or its successors. 

3. Section 37, Shipping Act, 1916, 46 United States Code section 901, relat 
ing to such transfers in time of emergency as proclaimed by the President 

4. Section 40, Shipping Act, 1916, 46 United States Code section 838, relat 
ing to false declarations to customs collectors in respect of citizenship. 

5. Section 41, Shipping Act, 1916, 46 United States Code section 839, relat 
ing to the violation of conditions imposed by the Commission in granting its 
approval to vessel transfers under section 9, supra. 

The several remedies which may be available, if you conclude that these stat- 
utes have been violated, would include forfeiture of the vessels, criminal prose 
cution, rescission of vessel sales for fraud, and other remedies for breach of con 
tract. Courses of administrative action available to the Maritime Administration 
appear to include mortgage foreclosure in some instances and ordering certain 
of the vessels returned to United States registry pursuant to specific contract 
provisions. However, I believe that such administrative action should be taken 
only after prior consultation with your Department. 
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Memoranda pointing out the remedies available in each case and the 
upon which they would be based are now in preparation by the general cou 
of the Maritime Administration and will be transmitted to you as soon as t 


are completed 


I invite your attention to the fact that a subcommittee of the Execu 
Expenditures Committee of the United States Senate is conducting an invest 
tion into these matters and it may be that you will wish to have members ot 
staff confer with the committee’s counsel. 

Sincerely yours 


CHARLES SAWYER, 
Secretary of Commerce, 


Exuipir 2, Chart 1, production of whisky by Big Four, compared to United Stats 
total (see p. 341) 

Exunisir 5. Chart 2, stocks of whisky of Big Four, compared to United States 
total (see p. 342) 

Exuipir 4. Chart 38, tax paid withdrawals of whisky at premises of 

(see p. 343) 

Exureir 5. Chart 4, bottling whisky by Big Four, compared to United Stat 
total (see p. 344) 

ExuHtipir 6. Chart 5, increase of whisky blending, 1936 to 1951 (see p. 345) 
Exuipir 7. Chart 6, proportion of whisky blended (see p. 346) 
ExuHipir 8 Chart 7, mortality of independents (see p. 347) 

Exutpir 9. Chart 8, mortality of independent rectifiers and cooperers (see p. 348 
ExuiBir 10, Chart 9, financial records of Big Four, millions of dollars 
(see p. 349) 

Exutipit 11, Chart 10, 1951 financial comparisons, millions of dollars (see p. 350 


EXHIBIT 12 
May 27, 1952. 
Mr. Jonn L. HUNTINGTON, 
issistant Deputy Commissioner, 
tlcohol and Tobacco Tax Division, 
Bureau of Internal Revenue, 
Washington, D. C. 


Diank Mr. HuNtiINGTON: IT have read, and also have been informed, of your 
address to the members of the Wine and Spirits Wholesalers of America in Los 
Angeles. 

I wish to extend my congratulations, and most of all, my sincere admiration for 
the consideration you have given the smaller operators by condemning the prac 
tice of the larger producers in restricting their wholesalers in handling other 
brands, 

As a small distiller, we have been injured by this practice, and have many 
concrete cases to prove it. In our opinion, the four major producers and the 
six or seven secondary producers, have made a practice of this restriction without 
exception. However, there are some whoesalers with sufficient courage to dis 
regard this coercion, otherwise all of the small distillers would be forced out of 
business. 

It has long been our intention to file antitrust and restraint of trade suits, but 
have withheld doing so in the hope that these practices would be voluntarily 
discontinued. 

We sincerely trust that the Government will take some action to put an end 
to these evil practices. 

With kindest personal regards, 

Sincerely yours, 
THE OLD Jog DISTILLERY Co., 
SAMUEL FREEDMAN, Chairman. 
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ExHIsir 13 


NOVEMBER 18, 1948. 


File: 60-72-0. 
Herbert Borkland. 

Ernest L. Branham. 

Liquor industry. 

During the war period from 1939 to 1948, National Distillers Products Corp. 
acquired more than 20 distilleries totaling $30,371,077 in addition to about 32 
other companies and their subsidiaries; Schenley Distillers acquired more than 
25 companies totaling $44,439,509 in addition to about 40 other distilleries ; Joseph 
E. Seagram & Sons, Inc., acquired more than 15 companies totaling $60,768,52 

addition to numerous other companies totaling more than 40 in the entire 
world ; and Hiram Walker & Sons, Inc., acquired 8 companies totaling $16,623,217 
n addition to numerous other companies. 

In 1939, National’s net sales amounted to $59,170,887, as compared with total 
net sales of $179,603,162 in 1943, an increase over 1939 of 203.5 percent. In 1939, 
Schenley’s net sales amounted to $73,867,529 as compared with $223,183,680 in 
1948, an increase over 1939 of 202.1 percent. In 1939, Seagram’s net sales 
amounted to $80,770,020 as compared with $264,916,067 in 19438, an increase over 
1939 of 228 percent. In 1989, Hiram Walker’s net sales amounted to $58,102,310 
as compared with $1138,178,785 in 1943, an increase over 1939 of 94.8 percent. 

It is estimated by the Alcohol Tax Unit that these Big Four liquor companies 
own, control, and produce approximately 60 percent of the whisky in the United 
States. Continental Distilleries (Publicker) and Brown Forman would come 
next. 

The Big Four have acted uniformly in fixing resale prices. This is demon- 
strated by the only previous case since 1892 brought against the distilled spirits 
ndustry. That case involved an indictment filed in 1942 in the district of Colo- 
rado against distillers and alcoholic beverage retailers in Colorado. The in- 
dictment charged the defendants with agreeing upon a system of resale price 
maintenance and enforcement thereof within the State. After an appeal to the 
Supreme Court on jurisdictional grounds, 64 defendants pleaded nole contendere 


and 19 were dismissed. 

The Big Four have acted uniformly in their methods of advertising. They 
have acted uniformly in the acquisition of cooperage facilities in the United 
States. The Big Four plus the Continental Distilleries and Brown Forman own 
and control 94 percent of cooperage production in the United States, including 
white oak timberlands from which barrels are made. It has been charged that 
the independents have had to pay these six big companies liquor bonuses for the 
privilege of buying barrels during the recent shortage. 

The Big Four have acted uniformly in attempts to have their products fair- 
traded in different parts of the United States, including the District of Colum- 
bia, and some have withdrawn their products because the retailers would not 


adhere to resale prices. 

In the State of Illinois, we have just received a complaint that a dealer cannot 
buy well-known brands unless the dealer purchases other brands of other 
companies where there are interlocking directors. 

The Big Four liquor companies have acted uniformly in lobbying and to 
control grain allocations, 

It is my recommendation that the Big Four and possibly Continental Dis- 
tilleries and Brown Forman be investigated by a grand jury to determine whether 
violations warranting an indictment have occurred. In any event, a civil suit 
should be filed to obtain the following relief: 

1. Divestiture of competing units unlawfully acquired by the Big Four either 
jointly or individually ; 

2. Reestablishment of the bourbon cooperage industry as an independent in- 
dustry in order to deprive the Big Four of the power to destroy small indepen- 
dent liquor distillers ; - 

3. Injunction against each of the Big Four to prevent them from fair-trading 
liquor sales until defendants can prove that their products are sold “in free and 
open competition” ; 

4. Injunctions against further acquisitions of anyone engaged in the liquor 
business or in businesses supplying that business; and 

5. Miscellaneous injunctions against interlocking directorates, horizontal price 
fixing, and so forth. 
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Exursit 14 
Marcu 24, 1949 
File : 60—257-0. 
Herbert A. Bercson, Assistant Attorney General. 
E. L. Branham. 
Big Four liquor companies. 

In 1944, an investigation was made, by members of the antitrust staff or 
of the so-called Big Four liquor companies consisting of National, Seagrams, 
Schenley, and Hiram Walker. The reason for the termination of the investiga- 
tion does not appear in the files. 


I. INDIVIDUAL COMPANIES 


National Distilleries Products Corp. 

National Distilleries Products Corp.’s initial operations were financed by t! 
issuance of cumulative 6 percent preferred stock in the amount of $11,000,001 
6-year 7-percent debentures in the approximate amount of $3,000,000 and a; 
proximately 167,000 shares of common stock at $8 a share. By 19533, at the 
time of repeal, National Distilleries Products Corp. had liquidated the notes 
and preferred stock and had added about $6,000,000 to surplus, and by a series 
of alliances with Owens Illinois Glass, United States Commercial Alcoh« 
Canada Dry, and Standard Brands had achieved financial repute, production 
and marketing facilities with such famous brand names as Old Grandad, Old 
Taylor, Mount Vernon, and Sunnybrook, and numerous others. 

Since repeal, National has acquired 32 additional distilleries in the United 
States. From 1939 until 1943, it acquired 20 of the 32 distilleries. It has als» 
acquired numerous cooperage-manufacturing facilities and numerous wineries 

During the war period from 1939 to 1943, National Distilleries Product Corp 
made acquisitions totaling $30,371,177. This is for distilleries alone. 

Schenley Distillers Corp. 

Schenley Distillers Corp. was organized in 1933 by the purchase of Schenley 
Products Co. It began business after repeal acquiring 6,000,000 gallons of 
whisky, a distillery in Pennsylvania, and one other in Kentucky. Most of its 
initial capital was derived from the sale of 230,000 shares of common stock at $15 
a share which, by August 1933, was selling at $45 per share. It became the 
owner of such famous names as Old Stag, Golden Wedding, Sam Thompson, 
and others. 

Since Schenley’s initial invasion of the American market, it has acquired 40 
distilleries in the United States, plus numerous wineries, cooperage-manu- 
facturing facilities, and Blatz Brewing Co., Milwaukee, Wis. During the war 
period from 1939 to 1943, Schenley acquired 25 of the 40 companies heretofore 
mentioned. 

During the war period from 1939 to 1943, Schenley acquired distilleries alone 
totaling $44,489,509. 

Joseph BE. Seagrams & Sons Distillers Co., Ltd. 

Joseph E. Seagrams & Sons Distillers Co., Ltd., was another Canadian corpo- 
ration which incorporated in the United States in October 1943. Its career 
in the American markets began with the acquisition of the Rossville Distilleries 
at Lawrenceville, Ind., for an intial investment of $1,050,000. 

Since October 1933, when Seagrams invaded the American market, it has 
acquired 24 distilleries, plus numerous wineries and cooperage-manufacturing 
facilities. 

During the war period from 1939 to 1943, Seagrams acquired distilleries alone 
totaling $60,768,521. 

Hiram Walker-Gooderham & Wortz, Ltd. 

In England and Canada, supplies were far more extensive and before repeal 
the large companies were preparing to invade the American markets. One of 
these was Hiram Walker-Gooderham & Wortz, Ltd. Its American company 
was incorporated in Michigan under the name of Hiram Walker & Sons, Ine. 
It built a distillery at Peoria, Ill., with a daily capacity of 100,000 gallons which 
is the largest in the United States. Its initial investment in the American 
subsidiary was $8,000,000. 

Since Hiram Walker’s invasion into the American market, it has acquired 
18 distilleries, wineries, and cooperage-manufacturing facilities. Eight of these 
distilleries were acquired for the period 1939 to 1943. 
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During the war period from 1939 to 1943, Hiram Walker acquired distilleries 
lone totaling $16,623,217. 


II, COLLECTIVE GROWTH 





Collective growth of the Big Four in the United States by purchase of the 
Rig Four during the period 1939 to 19438 total $152,202,324. In that period, 
they acquired numerous concerns dealing in some phase of the liquor business. 
They acquired a majority out of a total of 134 registered distilleries, 55 percent 
of the total productive capacity of the United States and 127,066,630 proof 
gallons of whisky from others. They acquired 25 percent of the storage capacity 
and facilities of the wine industry and, it is said, 50 percent of all wine aging as 
of 1944. As of March 1944 it was reported that the inventories of other members 
of the industry had shrunk almost half from 282,000,000 gallons to less than 
155,000,000 gallons. The inventories of the Big Four rose from 182,000,000 
gallons to 230,000,000 gallons, or about 25 percent, an increase the more re- 
markable in view of the fact that in the same period, sales increased for the 
Big Four from $213,808,486 to $667,702,909 or more than 212 percent. 

As to the individual growth of the Big Four by way of production and sales 
from 1989 to 1943, your attention is called to the following: 


Percent 
increase 


Net sales 
Company aaa . - 
1939 1943 


National ; - ! ae ‘ $59, 170, 887 | $179, 603, 162 203. 5 
a iio ea knit eel a Ce eee | 73, 867, 529 223, 183, 6-0 202. 1 
Seagrams. - ade Shaina dees oa | 80,770,020 | 264,916, 067 | 228.0 
Hiram Walker_. Sade ahaa 2a ae 58, 102, 310 113, 178, 785 94.5 


The growth of the Big Four has increased considerably since the above figures 
were made up. There have been additional acquisitions and the Alcohol Tax 
Unit of the Internal Revenue Department reports that for the calendar year 
1948, the Big Four produced 60 percent of the whiskey produced in the United 
States for that year. 

There seems to have been a race between the Big Four as to who could 
acquire most of the competing companies. They have bought up every inde- 
pendent who would sell to the point where there is hardly any competition 
except between the Big Four. 


III. UNIFORM ACTION 


The postwar period finds the Big Four in possession of most of the old trade 
or brand names of whiskies, both well and little known, all available large stocks 
of nationally advertised brands, productive facilities many times in excess of 
possible consumption, and ample resources to finance cost, taxation, and market- 
ing, including cooperage-manufacturing facilities. They know that the public 
is expected to buy on the strength of brand names. They have spent millions of 
dollars in making them well known. The cost of establishing a brand name runs 
from $1 to $10 million. This fact is discouraging to newcomers because they 
find the prospect of popularizing new names is impossible. Because of the 
monopolistic position of the Big Four, the newcomers to the market find the 
capital requirements of the industry too great and the increased taxes practi- 
cally prohibitive to the establishment of a new enterprise of this kind. Bonded 
whiskey must age in new white oak casks or barrels for a minimum of 4 years. 
The white oak used in these barrels must come from a tree which is at least 200 
years old. The costs of production are, therefore, frozen during the entire aging 
process. Moreover, the tax which must be paid on all whisky, young or old, at 
the rate of $9 per tax gallon before bottling, involves an enormous outlay. Ten 
million gallons of bottled liquor with a production cost of $10,000,000 would, on 
this basis, require an investment of $100,000,000 before bottling and a continua- 
tion thereof for an additiona! period of from 30 to 120 days while in the hands 
of wholesalers and retailers. 


A. Advertising 

The Big Four are in a position to make their weakest sales brand a very popu- 
lar brand because of their financial position and methods of advertising. The 
Big Four are uniform in their methods of advertising. Since production far 
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exceeds demand, the industry believes that limited sales at good prices 
preferable to increased sales at lower prices. A well-advertised name at a good 
price is preferred to obscure names at uncertain prices and skilled advertis 
has been done to establish and maintain this policy through the medium of 
brand names. Hiram Walker’s Canadian Club, Schenley’s Three Feathers, Sea 
gram’s Four Roses and National’s Old Overholt are synonymous for good whisky 
to countless people everywhere. In magazines, newspapers, billboards, manua 
menus, cookbooks, on the streetcars and street corners, the magic of the c 
brated names is brought to the attention of the public. In many minds, the brand 
names of the Big Four are associated with such diverse things as duels, dreams 
financial acumen, roosters, roses, mistletoe, and history. 

According to the advertisements, they “fortify decision,’ “sharpen perception,” 
“inspire history.” They intrigue the fancy with such declarations as “Who has 
not tasted a mint julep has lived in vain’; “The bourbon and mint are lovers 
“The honey of Hymethus can bring no such solace to the soul.” For the associa 
tion of these ideas with the various brand names in the mind of the consumer 
Staggering sums of money have been expended. From 1934 to 1938 the Big Four 
expended about $50,000,000 in advertising, and it has been estimated that for that 
period an average of 1,350 advertisements of alcoholic beverages appeared week 
in 60 dailies and 30 magazines, It is advertising which makes a consumer willir 
and anxious to pay a good price for his particular brand. This does not mean 
that he cannot buy an equally good product at a cheaper price, but if he has the 
money he takes it for granted that the best advertised is the best brand. The 
newcomers to the field and the smali independents cannot boost their brands i: 
this fashion. 


B. Fizving resale prices 

The Big Four have acted uniformly in fixing resale prices. This is demon 
strated by the only previous case since 1892 brought against the distilled-spirits 
industry. That case involved an indictment filed in 1942 in the district of Colo 
rado against distillers and alcoholic beverage retailers in Colorado. The indict- 
ment charged the defendants with agreeing upon a system of resale price 
maintenance and enforcement thereof within the Stdte. After an appeal to the 
Supreme Court on jurisdictional grounds, 64 defendants plead nolo contendere 
and 19 were dismissed. A good example of price fixing is the fact that the Big 
Four have acted uniformly in attempts to have their products fair-traded in 
different parts of the United States, including the District of Columbia, where 
there is no fair-trade law, and some have withdrawn their products because the 
retailers do not adhere to suggested resale prices. 

C. Other activities 

The Big Four liquor companies have acted uniformly in lobbying and to contro 
grain allocations. They do now control grain allocations. 

During the postwar period the Big Four have acted uniformly and have 
acquired 90 percent of the cooperage-manufacturing facilities and white oak 
lands in the United States. For a time they would require a liquor bonus from 
the small independent distillers for the privilege of buying new barrels in which 
to store their liquors, and the small independent coopers are now complaining 
that they cannot compete with the liquor companies in their pricing methods of 
cooperage. 

RECOM MENDATION 


It is my recommendation that the Federal Bureau of Investigation be in- 
structed to gather material and information from the time of repeal in 1953 to 
the present time. We know their monopolistic position, and we can then deter- 
mine the type of suit that can be brought and also as to whether or not we should 
have a grand-jury investigation. The civil suit, I think, should cover— 

(1) Divestiture of competing units unlawfully acquired by the Big Four, either 
jointly or individually ; 

(2) Reestablishment of the bourbon-cooperage industry as an independent 
industry in order to deprive the Big Four of the power to destroy small inde- 
pendent liquor distillers and the independent coopers by cutthroat price com- 
petition : 

(3) Injunction against each of the Big Four to prevent them from fair-trading 
liquor sales until defendants can prove that their products are sold in free and 


open competition ; 
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(4) Injunctions against further acquisitions of anyone engaged in the manu- 
facture of liquor or in businesses supplying that business; and 
(5) Miscellaneous injunctions against interlocking directorates, horizontal 


and vertical price fixing, ete. 


ExHIsiT 15 


File: 60-—257_-0. 
Director, Federal Bureau of Investigation. 

Herbert A. Bergson, Assistant Attorney General. 

Che “Big Four” liquor manufacturers. 

Che Antitrust Division has received numerous complaints from small whisky 
manufacturers, small cooperage manufacturers, and retail liquor dealers through- 

ut the United States against the activities of the so-called Big Four whisky 
manufacturers, namely, National Distillers Products Corp., 120 Broadway, New 
York 5, N. Y; Sechenley Distillers Corp., Empire State Building, 350 Fifth Ave- 
nue, New York 1, N. Y.; Joseph E. Seagram & Sons, Inc., Chrysler Building, 405 
Lexington Avenue, New York; and Hiram Walker & Sons, Inc., Penobscot Build- 
ng, Detroit, Mich. These complaints charge those companies with contracting, 

mbining, and conspiring in restraint of trade; with monopolizing, and with 
ombining and conspiring with others to monopolize the liquor business of the 
United States. Those companies today are reputed to occupy a dominant if 
not a monopolistic position in the industry. They produce in excess of 60 
percent of the whisky manufactured and more than 90 percent of whisky barrels 
ind other tight cooperage produced in the United States. In addition, they 
have acquired ownership or control of many of the wineries and wine-producing 
properties, both in the west coast and in the New York wine-producing areas. 
They have now begun to acquire breweries and malt beverage producing 
properties. 

A, It is, therefore, requested that your agents interview the responsible officials 
of each of said companies listed above and make a search of their respective 
tiles to enable the agents to— , 

1. Trace the growth of each company from January 1, 19338, to December 31, 
1948, inclusive. In this connection please have your agents note that unless 
otherwise specifically stated all information requested is for that period, and 
that they are to obtain 

(a) The dates and States of incorporation of the respective parent companies ; 
the original authorized capital; the various increases in the authorized capital, 
chronologically, in numbers of shares and par value; if any shares are without 
par value, the declared value thereof; also, any and all issues of indebtedness 
securities such as bonds, debentures, notes, or other evidence of indebtedness. 
In this connection obtain the names of all their investment banking and note 
broker connections, the purchasers, underwriters, or brokers of each issue 
of securities ; the names of their commercial banking connections, and the credit 
line extended to each company by each bank. 

(b) The names and addresses of all officers and directors of said companies, 
together with their duties and salaries. 

(c) A list of all subsidiary companies and affiliates with the dates and States 
of incorporation; the authorized capital stock; increases, decreases, or other 
changes therein, chronologically and in numbers and kinds of shares, and the 
par or declared value thereof. 

(d) A list, chronologically arranged, of all acquisitions by both parent and 
subsidiary companies, including the dates, a description of the properties, prices 
paid and the present status of all distilling, rectifying, blending, and bottling 
properties, operations and facilities; cooperage manufacturing facilities; lum- 
ber; timber and timberlands; wineries, vineyards, and wine producing proper- 
ties and facilities; brewing properties and facilities, together with copies of 
all contracts made in connection with or in reference to each of such acquisi- 
tions, including copies of all employment or other agreements made with former 
officers, directors, or employees of any such acquired concern. 

(e) The net annual sales of each company for each of the years down to and 
including 1948, breaking said totals down into domestic and export sales, and 
checking the company’s figures with the Alcohol Tax Unit of the Bureau of 
Internal Revenue for their accuracy. 
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2. Ascertain the names of the States and of the cities within those States 
wherein each of the companies owns or controls, directly or indirectly, the dis- 
tribution outlets for its products, together with the names and addresses of the 
owned or controlled distribution outlets, and the nature of the ownership or 
control. 

(a) Obtain a list of all exclusive distribution outlets not owned or controlled 
as of December 31, 1948, with copies of all typical distributor agreements coy 
ing such outlets. 

3. Obtain a complete list of all trade or brand names owned, controlled or used 
by each of the above companies, together with the sources from which the s: 
were acquired, the dates of acquisition, the prices or other compensation paid 
therefor, and, if in use, the product on which it is used, the proof of the product 
sold thereunder, and the price range in which the product is distributed. 

4. Ascertain the amounts at December 31 of each year of the holdings and 
sources of bonded whiskies. 

5. Obtain the names and numbers of the distilleries, rectifying and blendi: 
plants, wherein each of the various brands is produced and the corporate ow 
of each such distillery, rectifying, and blending plant. 

6. Obtain the daily production capacity (operating on a 1, 2, and 3 shift basis 
of each plant owned or controlled by said companies broken down into alcoh« 
whisky, gin, brandy, wine, and beer, ale, porter, and stout, together with the 
percentage capacity at which each plant has operated over the period 1933-38. 

7. Obtain a list of all imported alcoholic products imported or distributed b 
each of the companies, together with the names and addresses of their mat 
facturers and the nature of the relationship existing between the companie 
respectively, and each of such manufacturers, If such relationship is reduc¢ 
to contract, obtain copies of all such contracts. 

8. Obtain copies of all agreements between any of the above companies them 
selves or between any of the above companies and any other producer or 
distributor of alcoholic beverages. 

9. Obtain evidence of combination or concerted action between said companies 
or any of them to attain a dominant position in the industry by acquiring or 
eliminating any competition. 

10. Secure all correspondence, memoranda *or other records evidencing any 
coordination, unanimity, or concert of action whether in the field of acquisition, 
cperation, production, distribution, finance, public relations, or other phase of 
management such as producing or marketing comparative types, grades, or blends 
of liquors, choosing media, amounts or types of advertising; control of resale 
prices and distribution policies, including the policing of wholesale and retail 
outlets; and the withholding of information requested by the Department of 
Justice unless and until requested by the Attorney General. 

11. Obtain a list of all States in which their products or any part of them are 
“fair traded” together with the prices fixed under such fair trade agreements. 

12. Obtain or prepare a map on which is outlined the districts into which the 
United States is divided for distribution purposes, together with the complete 
organizational set-up and personnel (names and addresses) for each district, and 
copies of all employment agreements affecting each of said districts or any of 
its personnel. 

13. Obtain schedules of the various companies’ prices, advertising budgets and 
sales promotional operations in all areas or districts during the period of 1 year 
prior and subsequent to acquisition of distilling, rectifying, blending, and 
cooperage operations, 

14. All correspondence, memoranda or other records evidencing any allocation 
of territory for any purpose. 

15. A list of the leading stockholders of each of said companies with the 
number and class of shares held by each. 

16. List of all concerns holding a basic permit issued under the Federal Alcohol 
Administration Act or engaged directly or indirectly in the manufacture, im- 
portation, distribution, or sale of distilled spirits, wine, or malt beverages or 
cooperage, indebted to any of said companies, with the nature and amount of 
such debt, how incurred, how represented, the dates and maturities of each 
obligation. 

17. List of all securities issued by competing companies and now owned or held 
by or for any one of said companies. 

18. A list of all manufacturing trade or other business associations in which 
each of said companies holds membership or to which contribution is made, 
together with the amounts paid to each during each of said years. 
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19. Copies of, or excerpts from, all minutes (whether formal or informal) of 
| meetings of directors, finance, executive or other committees and share- 


ail 


holders containing any reference to any information called for in any of the 
foregoing. 

29), Ascertain whether or not there is any coordination, cooperation, or form 
of combination between said companies in the purchase of grain. 

21. Ascertain whether or not there are intercompany purchases of liquors, and 
if so, a complete schedule of such purchases with the dates, amounts, types, 
proofs, ages, prices, points of purchase and delivery thereof. 

22. Ascertain the relationship between any of said companies with the manu- 
facturers of bottles ; the nature of any such relationships; if they be contractual, 
copies of all such contracts; if stock ownership, the extent of the stockholdings 
involved and the names of the holders thereof; if by director representation, the 
names of all such directors, their principal companies and the connections 
through which such relationships are maintained. 

23. Secure a comparative table of annual shipments into the city of Wash- 
ngton—or the District of Columbia—in terms of bottles, cases, gallons, or other 

nvenient or standard unit, of the various brands and types of alcoholic prod- 

ts showing the consignee (name and address), and whether or not such ship- 

ents were made on actual order or by arbitrary allotment to the distributor, 
In this connection ascertain the amount of credit extended to Washington dis- 
tributors and also all allowances to them for any purpose by way of money or 
merchandise. 

24. Ascertain the total annual expenditure for advertising, broken down into 
the various types of media utilized. In this connection ascertain each company’s 
policy regarding advertising of its products by retail or other distribution 
outlets and the methods by which such policy is enforced. 

B. It is requested that your agents interview responsible officials of each of 
said companies’ commercial banking connections and make a search of their 
respective files and particularly their files pertaining to each and every one of 
suid companies to enable the agents to— 

1. Ascertain whether or not in the making of any loans, for acquisition or 
other purposes, there was any coordination or concert of action on the part of 
any banks in an effort, either on the part of said companies or on the part of 
said banks, to divide or distribute control of the liquor business or any part 
thereof. 

2. Ascertain whether or not said banks or any of them exercised any financial 
or other power, or brought any pressure to bear, on any competitor to the end 
that the competitor would sell its business to any one of said companies. 

8. Ascertain whether or not, through banks or banking connections, said com- 
panies or any of them are coordinating their activities, following any fixed 
pattern of management or control, or in any way consolidating their interests, 
inflnences, or powers, to effect, induce, or attempt the elimination of competition 
for any of said companies. 

4. Ascertain the existence, location, and nature of any “central intelligence” 
or informational “clearinghouse” from or through which said banks and said 
companies are kept informed regarding all of the activities of the Government, 
particularly the Department of Justice, which may in any manner affect the 
liquor business. 

It is requested that for any information regarding the above which may be 
desired your agents call upon Mr. Ernest L. Branham, room 3304 (telephone 
extension 81), Antitrust Division, Department of Justice. 


























































Exursit 16. W. O. Johnson, letter, February 20, 1950, to (see p. 460) 
Exuisit 17. Thomas J. Downes, letter, February 20, 1950, to W. O. Johnson (see 
p. 462) 

Exuisit 18. W. O. Johnson, letter, March 7, 1950, to H. A. Bergson (see p. 463 
Exuisit 19. H. A. Bergson, letter, March 14, 1950, to T. J. Downes (see p. 464) 









EXxHIsIT 20 






{From Journal of Commerce, March 26, 1952] 
DANT, HALLER CUT; SEAGRAMS Puts IT ON LINE TO JOBBERS 


Major changes in the sales approach within the distilled-spirits industry seems 
indicated, according to trade observers, in the action of some straight-whisky 
companies lowering prices of bonds to compete with “A” brand blends, and the 
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announcement by the president of the largest selling whisky in the country that 
he intends to hold his wholesalers accountable for a more aggressive prog: 
of selling. 

The break in the bottled-in-bond, 100-proof brand was the announcement by 
Dr. Armand Hammer, president of United Distillers, that his company y 
introducing J. W. Dant, bourbon at a 90-cent-per-bottle reduction, dropping fr 
$5.39 per fifth to $4.49 per fifth. 

“We intend to bring our entire line down to comparable levels,” Dr. Hammer 
said 

Another indication of a lower price trend among bottled-in-bond whiskies 
is the announcement that Haller’s County Fair, effective May 1, will reduce 
its price from $5.07 to $4.85 per fifth. 


FISCHEL TAKES STAND 


Meanwhile, Victor A. Fischel, president of Seagram Distillers Corp., told 
luncheon group of wholesalers that he was “tired of having his lines taken f 
granted by the jobbers.” 

On the occasion of introducing a new advertising agency for Gallagher & 
Burton’s, a Seagram subsidiary, Mr. Fischel bluntly told wholesalers from New 
York, New Jersey, and Connecticut areas that he was not permitting his jobbers 
to take on new lines from other companies, and that he evolved price-reducti: 
deals for retailers with other companies on a ratio basis to place an equ 
amount of capital behind the Seagram line. 

“If you put a dollar behind a straight whisky, and a straight distiller puts u 
a dollar to finance a ‘deal’ then T'll expect you to put up that same amount of 
money to advertise our line,” he announced. 


COMPANY POLICY 


Mr. Fischel said further that it had become company policy to “make Gal 
lagher & Burton No. 1 brand in the ‘B’ price category.” The entire compa! 
facilities are being thrown behind the push he added. 

First move in this direction, according to Henry Morris, general sales manager 
of Gallagher & Burton, was to contract for a new advertising agency, Dowd 
Redfield & Johnstone 

A. Ebbeson, G. & B. ad manager said that the program will result in an ex 
panded budget and program for the brand. 

Jack Wishny, assistant general sales manager of G. & B., acting as toast 
master at the luncheon, reminded the wholesalers of their stake in any expansion 

Dr. Hammer, the United Distillers president, who had just announced the 
price drop in his brands, said that some concessions have to be made in order 
to bring them within consumer reach. 

“The price of everything has gone up,” he said, “except liquor, and here in 
order to sell goods which have been overburdened with taxes, distillers have to 
cut prices, 

“We are taking these cuts ourselves, and the wholesalers and retailers are 
receiving their normal mark-ups.” 


Exurerr 20-A 


This agreement made this day of 1951, by and between Sea 
gram-Distillers Corporation of 405 Lexington Avenue, City and State of New 
York, hereinafter called “Seagram” and here 
inafter called “Distributor” 

Witnesseth : 

Whereas, Seagram has the sole and exclusive right to distribute within the 
United States, the alcoholic beverages produced by Joseph E. Seagram & Sons, 
Inec., and the sole and exclusive right to import into and sell in the United States 
the aicoholic beverage known as “Seagram’s V. O.’—a Canadian Whisky, and 
from time to time may have the exclusive right to sell other alcoholic beverages ; 
and 

Whereas, Distributor warrants that it is a licensed distributor of alcoholic 
beverages in the State of —_- , holding the necessary Federal, 
State, and local permits authorizing Distributor to distribute alcoholic beverages 
BS stented abe ........, and that there are no actions pending or contemplated 





INVESTIGATION OF THE DEPARTMENT OF JUSTICE (O04 


within the knowledge of Distributor that would in any way jeopardize any of 
licenses: and 

Whereas, Distributor desires to act as a distributor of aleoholiec beverages pro- 

iuced by Joseph E. Seagram & Sons, Inc., and of “Seagram's V. QO.” in the State 


Now, therefore, in consideration of the mutual covenants herein contained, 
he parties hereto agree as follows: 

1. Seagram hereby appoints Distributor as a distributor of such of the aleo- 
holie beverages produced by Joseph E. Seagram & Sons, Ine., as are listed on 
Exhibit A attached hereto and of “Seagram’s V. 0.” within the following terri- 
tory in the State of 








2 Distributor hereby accepts the appointment as such distributer and agrees 
sell and distribute to retail licenses such alcoholic beverages within the desig 

nated territory. Distributor warrants that during the year ending 
the proportion of its total sales of aleoholic beverages represented 


by Seagram products was percent Distributor agrees that during the term 
f this contract, it will spend no less than percent of its time and effort on 
the sale of Seagram products and not less than percent of the money spent 


it on advertising and sales promotion shall be expended on Seagram products. 
3. It is understood and agreed that the prices at which Seagram shall sell its 
products to Distributor and the prices at which Distributor shall buy Seagram 
products from Seagram shall be the prices currently in effect at the time of 
hipment, Seagram reserves the right to change its prices in its sole discretion 
from time to time on 15 days’ written notice (Any change necessitated by a 
change in taxes, whether Federal, State or local, shall be made as required by the 
tax legislation, without regard to the foregoing notice provision.) Seagram also 
reserves the right to determine the point of origin and method of shipment, 
although it shall endeavor to cooperate with Distributor to determine a mutually 
satisfactory method of shipment. When, as, and if Seagram should reduce its 
prices (except for tax changes) during the term of this agreement, Seagram will 
ive a floor stock adjustment to Distributor on its inventory, provided such ad- 
ustment is legal under all prevailing laws and regulations 
1. The amount of credit, if any, extended to and the terms of payment by 
Distributor to Seagram for the products sold to Distributor by Seagram shall be 
determined by Seagram from time to time in its sole discretion It is agreed that 
the terms stipulated by Seagram on each invoice covering products sold to Dis 
tributor by Seagram shall represent the terms of payment with respect to each 





individual shipment and shall be of the essence of this contract. 

5. Seagram agrees to supply its products to Distributor to the best of Seagram’s 
ability, but it is understood and agreed that all or some products such as “Sea 
gram’s V. O.” may not always be available to fill all orders and Seagram shall 
have the right to allocate to Distributor such proportion of the available supplies 
of its products as Seagram shall decide in its sole discretion. Seagram reserves 
the right not to ship any orders received where such orders would result in an 
inventory in the hands of Distributor greater than a 45-day inventory, based on 
the rate of sales of Seagram products by Distributor for the first six months of 
1951 

6. Seagram agrees to promote the sales of its products and to advertise its 
products in a manner consistent with the type of merchandise and the cases sold 
Seagram shall have the sole right to determine the amount of sales promotion 
and advertising and the media used for advertising 

7. Distributor agrees that it will maintain an adequate sales force properly to 
represent and to promote the sales of Seagram's products in its designated terri 
tory. Distributor agrees to keep this sales foree properly informed as to all Sea 
gram’s policies and to train them to sell merchandise in a mauner which shall be a 
credit to Distributor and to Seagram. Distributor warrants that it will do noth 
ing at any time to jeopardize its own standing or reputation or license as a whole- 
saler and will at all times obey all laws, rules and regulations pertaining to the 
distribution of alcoholic beverages. 

8. Distributor agrees that it will maintain an inventory of Seagram products 
at all times equal to Distributor’s average sales for 45 days 

9. Distributor represents that at the time of the execution of this agreement, 
it is acting as a distributor of the following brands of alcoholic beverages: 

Seagram’s 7 Crown 
Seagram’s V. O. 
(See attached list, marked “Exhibit B.”) 
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Distributor agrees that it will not undertake the distribution of any additi 
brands of alcoholic beverages without giving Seagram $0 days’ written no 
of its intention so to do. 

10. At the date of the execution of this agreement, the prices to be charg 
to Distributor by Seagram for Seagram products are those shown on Exhi 
A attached hereto. The resale prices to be charged by Distributor in conn 
tion with the sale of Seagram products to retailers are those shown on Exhibit 
attached hereto, and in accordance with the Fair Trade Act of the State 
F denne ___., Distributor agrees that it will not sell Seagram produ 
to retailers at prices less than those shown on Exhibit A. Seagram, howev 
reserves the right to change the resale prices on sales by Distributor to r 
tailers from time to time. 

11. This contract shall be effective for a period of two year(s) from Augu 
1, 1951. If Distributor desires to renew the contract, he shall so notify Seagra 
not less than 30 days before August 1, 195_-. 

12. In the event that this contract is not renewed, Distributor agrees that 
within 30 days after August 1, 195__, it will return to Seagram at its invoi 
price all of the Seagram merchandise remaining in its inventory. 

13. A failure on the part of either party to insist on full compliance with an 
particular provision of this agreement shall not be construed as a waiver of th¢ 
party’s rights under that provision, and shall not affect any other provision 
of the agreement. 

14. In the event that there is any change in the ownership of Distributor—if 
a partnership by any change in partners, if a corporation by any change in stock 
ownership, or if individually owned by any change in said ownership, or if there 
shall be any change whatever in the management of Distributor, which Seagram 
shall consider adverse to its interests, Seagram shall have the right within 30 
days after notice of the change to cancel this agreement. 

15. This agreement shall be interpreted under the laws of the state of New 
York. 

16. This agreement represents the entire agreement between the parties and 
cannot be modified except in writing duly executed by both parties. 


SEAGRAM-DISTILLERS CORPORATION, 


Vice President. 


Exuisit 21. Eleven photostatic copies, L. Van Winkle and Julian Jacobin (see 
pp. 598-599 ) 


EXHIBIT 22 


AMERICAN FORE INSURANCE GROUP, 
New York, N. Y., June 26, 1952. 
Mr. FRepERTICK P. WoLrF, 
Schiff, Terhune & Co., Inc., New York, N. ¥. 

DeEAR Mr. WoLF: Under the standard provisions of monthly reporting forms 
No. 1 and A in effect throughout the United States of America, provision is 
generally made for a limit of liability to apply to locations acquired subsequent 
to the inception date of the policy, subject to the conditions in the respective 
forms. 

The amount of the limit of liability for such acquired locations is fixed by 
agreement between the insured and the interested companies. 

As a matter of underwriting practice, if we are requested to accept insurance 
at specific locations by a given insured, our decision as to whether or not we 
would accept the business would not be affected by the possibility of having 
potential liability under the new location provisions of policies issued to other 
insureds. 

Yours very truly, 





DeMorr BELCHER, Secretary. 
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THE HoMeE INSURANCE Co., 
Vew York, N. Y.. June 26, 1952 
ScHIFF, TERHUNE & Co., 
New York, N. ¥. 

GENTLEMEN: This is to confirm our conversation to the effect that under the 
standard provisions of approved monthly reporting forms written by fire insur- 
ance companies through the United States of America, provision is made for 
an automatic limit applying at unnamed locations acquired subsequent to the 
inception date of the policy. 

The amount of the automatic limit is fixed by agreement with the interested 
companies and varies according to the requirements of the particular insured. 

As a matter of general underwriting practice, we give no consideration to 
the possible liability under the automatic-limit provision unless a value is de- 
clared in monthly value reports filed during the term of the policy. In other 
words, our underwriting capacity is not affected by the automatic limit incorpo- 
rated in reporting policies issued by us unless a value is reported at a newly 
acquired location, in which event we base our liability on the automatic limit. 

Very truly yours, 
WALTER M., Kriecer, Vice President. 














THE NortH RIver INSURANCE Co., 
New York, N. Y., June 26, 1952. 
Scuirr TERHUNE & Co., 
New York, N. Y. 
(Attention: Mr. Fred Wolf.) 

GENTLEMEN: This will confirm our conversation regarding our underwriting 
of the automatic limit of liability under reporting forms: 

By the standard provisions of approved monthly reporting fire insurance 
forms in effect throughout the United States, provision is made for an automatie 
limit applying at unnamed locations acquired subsequent to the inception date 
of the policy. The amount of the automatic limit is fixed by agreement and 
varies according to the requirements of the particular inured. 

As a matter of underwriting practice, we give no effect to the possible liability 
under the automatic limit provision unless a value is declared in monthly value 
reports filed during the currency of the policy. Our underwriting capacity is 
therefore not affected by the automatic limit incorporated in floater policies 
unless a value is reported at such newly acquired location, in which event we then 
compute our liability upon the automatic limit. 

Yours very truly, 
L. F. Baucn, 
Assistant Vice President. 





ErnNA INSURANCE GROUP, 
New York, N. Y., June 26, 1952. 
Scuirr, TERHUNE & Co., 
New York, N. ¥Y. 

Dear Sirs: Referring to your inquiry regarding reporting cover liabilities under 
the standard provisions of approved fire monthly reporting forms in effect 
throughout the United States, provision is made for an automatic limit applying 
at unnamed locations acquired subsequent to inception date of the policy. The 
amount of automatic liability is fixed by agreement with the companies and 
varies according to the requirements of the insured. 

As a matter of underwriting practice companies do not consider the possible 
liability under the automatic limit provision unless a value is declared in monthly 
value reports filed during the currency of the policy. In other words our under- 
writing capacity is in no way affected by the automatic limit incorporated in the 
floater policies issued by us unless a value is reported at a newly acquired 
location in which we compute our liability upon the automatic limit. 

I hope this gives you the information you desire. If not please feel free to 
call on us for further information. 


Yours very truly, 
H. J. Kierer, Secretary. 
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FEDERAL INSURANCE Co., 
New York, N. Y., June 26, 195 
Mr. WILLIAM SCHIFF, 
Schiff Terhune & Co., 
New York, N.Y. 

Dear Mr. Scuirr: In response to your suggestion that we write you cor 
cerning our practice on reporting forms of fire insurance coverage I believe tl 
the following adequately describes the effect of the conditions named: 

Under the standard provisions of approved fire monthly reporting insuranc 
forms in effect throughout the United States of America, provision is ma 
for an automatic limit applying at unnamed locations acquired subsequent 
the inception date of the policy. 

The amount of the automatic limit is fixed by agreement with the intereste 
companies and varies according to the requirements of the particular insured 

As a matter of general underwriting practice, floater insurance companies 
give no effect to the possible liability under the automatic limit provision unless 
a value is declared in monthly value reports filed during the currency of the 
policy. In other words, our underwriting capacity is in no way affected by the 
automatic limit incorporated in floater policies issued by us unless a value is 
reported at a newly acquired location, in which event we compute our liability 
upon the automatic limit. 

Very truly yours, 
J. J. MAGratu, Secretary 


NATIONAL DISTILLERS Propucts Corp., 
New York, N. Y., June 24, 1952. 
Hon. Frank L. CHELF, 
Chairman, Subcommittee To Investigate the Department of Justice, 
Old House Office Building, Washington, D. CO. 
(Attention: Mr. S. A. Mitchell, chief counsel.) 


Dear Mr. Cueir: During the course of my testimony before your committee or 
June 18 I was requested to supply information concerning National Distillers’ 
financial relationship with Gold Seal Liquors, Inc., of Chicago, II1. 

Gold Seal Liquors, Inc., has been a distributor of National Distillers in the 
Chicago area for many years. We do not have an exclusive distributor for our 
products in that territory and the Gold Seal company is one of six such dis 
tributors in that area. During its entire operation as a distributor of Nutional’s 
products the company has held the necessary Federal and State permits and 
licenses as a wholesale liquor dealer, issued to them after investigation by Fed 
eral and State authorities. The company has done a very commendable job 
as a distributor of our products, displaying enthusiasm, a willingness to work, 
and the establishment of an efficient sales organization. We have had no com- 
plaints of unethical or illegal practices on their part from either competitive 
jobbers, the public, or Federal or State officials. To the best of our knowledge 
no charges have been made against the company of any violation of either the 
Federal permit or the State license. 

During the recent crime investigation conducted by Senator Kefauver’s com 
mittee much publicity was given to the connection with Gold Seal Liquors, as 
an officer and stockholder, of Joseph C. Fusco, who, it was charged, was actively 
connected with the illegal manufacture and sale of intoxicating liquors during 
national prohibition. Such publicity finally resulted in notice to Gold Seal 
from the officials of the State of Illinois that they intended to refuse the renewal 
of the company’s State license as long as Mr. Fusco was connected with the 
company. Following this advice Gold Seal opened negotiations with Mr. Fusco 
for the purchase and retirement of his stock. Direct purchase by the existing 
stockholders seemed impossible and the officer's of the company came to National 
Distillers requesting that we advance the company certain moneys to make pos- 
sible the purchase and retirement of Mr. Fusco’s stock. Gold Seal Liquors 
was experienced in the wholesale liquor business, thoroughly acquainted with 
the Chicago retail market, and familiar with the quality and background of 
certain products of National Distillers, and well acquainted with National’s 
policies of production, sales, and advertising. Should the company be denied 
a license in the State of Illinois, we would lose an important experienced dis- 
tributor and be forced to find a new outlet for the distribution of those products 
handled by Gold Seal in the Chicago market. 
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In a desire to avoid such a change in distributors we loaned Gold Seal on 
February 27, 1952, $1,950,000, which was used to retire Mr. Fusco’s stock, who 
now has no connection with the company. This was a commercial loan for which 
we hold the company’s demand note bearing 5 percent interest. We have not ac 
quired any stock of the company as collateral nor do we have any officers or 
employees of National Distillers on the board, and our company does not share 
in the profits of Gold Seal Liquors In order to protect us against dissipation 
of assets an agreement was entered into by National Distillers and Gold Seal on 
February 27, 1952, providing that as long as the note in question remained 
npaid Gold Seal would not make further loans, pledge or encumber any of its 
roperties or assets, pay dividends or retire additional outstanding stock, or 
increase salaries of oflicers or executives. 

In addition to the note of February 27, 1952, National Distillers holds a de 

and note for $500,000 bearing 3 percent interest, dated July 16, 1951, which was 
viven by Gold Seal to secure an unpaid balance on merchandise sold to the com- 
pany. This note did not represent any cash advance to the company and there 
have been no moneys loaned to Gold Seal other than that covered by the note 
of February 27, 1952. 

If there is any further information you desire I will be only too glad to furnish 


Very truly yours, 
Seton Porter, Chairman, 


EX HIBII 

1946 contra 
This policy insures any or all of the following : SCHENLEY DISTILLERS CORPORATION 
or its Subsidiaries or Controlled Corporations, Firms, or Individuals As 


or may hereafter be constituted as their respective interest 


how 

Ss ay appear. 
Loss, if any, to be adjusted with and payable to SCHENLEY DISTILLERS CoRPORA- 
rion For account of the interested party or parties 

Total Provisional Amount of all Concurrent Insurance § 

Provisional Amount of this Policy $ 
1. This policy insures: 

A. Goods, wares and merchandise (including the cost of labor performed 
thereon) ; 

B. Materials and ingredients ; 

i Reve nue and other stalups, except such as are redeemable or the value 
of which is recoverable from the issuing political unit or subdivision, as the 
case may be, in the event of damage or destruction ; 

DD. Bottles, labels, boxes, barrels, packages, containers, and supplies used 
in or incidental to . siness of the assured of all kinds and nature irre- 
spective of whether the ‘ * within the foregoing description ; 

All while contained in an Lillis | , or structure, or within 300 feet thereof, 
within the limits of the U: | States of America, excludir ie State of C 
fornia, 

2. The coverage of this policy 
such property: 


a. belongs to the assured: or 
b. has been sold by the assured, but not paid for 


c. has been sold by the assured, but not paid for in fu 
warehouses not owned or ¢ | 


perated by the assured undet 
with warehousemen which provides that the merchand 
leased until payment has been made by the purchaser ; or 

d. belongs in whole or in part to others, if the assur 
therefor in the event of damage or destruction for any o 
in this policy ; or 

e. should be on vehicles or railroad cars in or about the premises during 
the process of storing or receiving or delivering or shipping and is not other 
Wise insured under Ocean Marine and/or Inland Transportation pr 
issued in the name of the assured ; 0 

f. belongs in whole or in part to others, 
insure the same while it is in their custody 


* cS * * 
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PREMISES OF LOUISVILLE PUBLIC WAREHOUSE 


Warehouse ~ 31 E. Main St., Louisville, Ky., Limit $500, 000 
3 E. Wn. St., Louisville, Ky., Limit- atcha taied 500, 000 
EB. 


Warehouse B, 12 
Wusehon t . 125 Wn. St., Louisville, Ky.,I simit 500, 000 
Warehouse D, 127 E. Wn. St., Louisville, Ky., Limit 500, 000 
Warehouse E, 129 E. Wn. St., Louisville, Ky., Limit 500, 000 
Warehouse No. 2, 7th and Magnolia St., (801-811), Louisville, Ky., 

Limit Jon 4 neh aicrddieabtinii adidas: ae OO 


PREMISES OF UNION TRANSFER & STORAGE CO., LEXINGTON, KY. 


414-416 West Main Street, Limit_- a : $2, 000, 000 
125 South Spring Street ; 3, 000, 000 


PREMISES OF NUGENT’S WAREHOUSE, NORTH CLAY ST. & E. RIVER ROAD, KNOWN Ag 
627 E. RIVER ROAD, LOUISVILLE, KY. 


Limit , ; pemeeien ia $750, 000 


* * * 
STATE OF KENTUCKY; PREMISES OF THE GEO, T. STAGG COMPANY, FRANKFORT, KY 


Warehouse and Regauging Building “A’___- 4 $400, 000 
Warehouse “B”___ : ‘ 750, OOO 
Warehouse “C” ; nui ‘ia : Seite 500, 000 
Warehouse “D” ‘ 000, 000 
Warehouse & Rectifying B ldg. —: 500, 000 
“Bottling House” Building *G” 7 250, 000 
Warehouse “H’"’___- 500, 000 
Warehouse “I” : = ; 500, 000 
Warehouse “K’ 2 al : es 2, 750, 000 
Warehouse “L” . : ‘ ae = 3, 000, 000 
Warehouse “M” - 750, 000 
Warehouse “N” “ ‘ dials 000, 000 
Warehouse “O”___ : be , aie 750, 000 
Warehouse “P” baile fou eee: : . 2, 500, 000 
Warehouse ‘ Q” ; - : oe 500, 000 
Building No. 2 4 ecneinen devin ; 250, 000 
“Bottling House” No. 26, 26A, 26B, 26C, and 26D__ = 750, 000 
“Case Goods” Storage No. 27 ard 27A : Same . 750, 000 
Building No. 28__- . sabeee LS am re 500, 000 
Building No. 33 tinsile Wale sali . i a bias 500, 000 
Building 35 and B5A peti ache 200, 000 
Building No. 49 (Cistern Room) — > 350, 000 
Building No. 50 (Old Cistern Room) Saloon cb eeasp abies 500, 000 
Building No. 52 _- ; ; 500, 000 
Contents of tanks loc: ated in the open ae 350, 000 

In each of any other warehouse buildings not spec ified in n the afore- 

going list: 

(a) Fire Resistive Construction____- 000, 000 
(b) Other Than Fire Resistive Construction___ ~~~ 250, 000 

In each of any other buildings (except warehouse buildings) not 
specified in the aforegoing list 250, 000 


PREMISES OF THE NEW ENGLAND DISTILLING COMPANY, WEST PIKE STREET, 
COVINGTON, KY. 
Warehouse “B”__-_ ania : ‘4 $750, 000 
Contents of tanks located in the open salou 350, 000 
In each of any other warehouse buildings not specified in the afore- 
going list: 

(a) Fire Resistive Construction soasiediatieanissienataaetiiiiienecas eae teliae, Sa Ee 

(b) Other Than Fire Resistive Construction_____--- 250, 000 
In each of any other buildings saat warehouse buildings) not speci- 

fied in the aforegoing list--._._...-._.__- = 250, 000 
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LEXINGTON, KY. 





E. PEPPER AND COMPANY, 





PREMISES OF JAS. 


I a ccc cama peat taideeseiniininlen cc acai al en 


NY GRRUNE Ue Siec cemeanan repactnaliniaeaein eta cate _... 8,000,000 
Warehouse “D”____--_- Sie : il iar alae cll SASS Sis. clic lea 
“Bottling” —— formerly Ww arehouse NO acai cae an ben 500, 000 
Building No, 8_----- ~ ee stisaiielbeapehdgaat a ma 150, 000 
In each of any other warehouse buildings not spec ified in 1 the afore- 
going list: 

(a) Fire Resistive Construction___- sis at a 5 Sacre eat els 1, 000, 000 

(b) Other Than Fire Resistive Construc ction aati eat teta cae eet 250, 000 
In each of any other buildings (except warehouse buildings) not spec i- 
i er I FG iinet ee ceeension 


250, 000 


T. STAGG COMPANY, LIMESTONE SPRINGS, KY. 





PREMISES OF THE GEO. 
$500, 000 
400, 000 
500, 000 


OU hint crt tact tierce satchel baat sian 
WU iS a irs sc certain ice a asain ate edlin tc 
Warehouse “C”_____-- fanaa cca saath saeco ac erie a ieee 
In each of any other warehouse buildings not spec ified in 1 the afore- 
going list: 
(a) Fire Resistive Construction________ ees ee ee 1, 000, 000 
(b) Other Than Fire Resistive Construc tion aaa Se 250, 000 
In each of any other buildings (except warehouse buildings) not speci- 


I IS 5 tg Ss a a iat ie ae 6 250, 000 








KY., 








PREMISES OF THE GEO. T. STAGG COMPANY, MAYSVILLE, 
(FORMERLY THE H. E. POGUE DISTILLERY) 

—. i Be $500, 000 

250, 000 

250, 000 

300, 000 


Warehouse 
UN Me i cia cistern tous -saplaabia tained es 
Bete wee, (ieee. INO: Gt. ee exiesineel 
Bottling House (Bldg. No. 1) - Sam - sia 
In each of any other warehouse buildings not spec ified in n the afore- 
going list: 

(a) Fire Resistive Construction - scala nal leaiigcedecmnced 

(b) Other Than Fire Resistive Construc tion e i = 
In each of any other buildings (except warehouse buildings) not speci- 


fied in the aforegoing list-_-__._.__.__.____- i a Rice 


500, 000 
250, 000 


250, 000 





DEATSVILLE, KY. 





PREMISES OF COUNTRY DISTILLERS PRODUCTS, INC., 





$250, 000 
250, 000 
250, 000 


Te UE” in. cascsnaictisisinas den aplggelnens icant ytithereweckteipicsredinsane 
I eae la i 
Warehouse “D”_.........- edie ed a saat 


Wr ak icrietck erties ons ihbiaitenichiate iin es : cipal saad 250, 000 
Pe a ian site ceeicnenactsecimnmgpiaa ameonen RE a - 250, 000 
Nr io circ oiataeshiences serta<cclniceehieteae ec ae pit ent ia k, 250, 000 
TO incited inc clcntem neeinette ann ne eae waite ea eda 250, 000 


Wage PR 465. ieratticiheidnaiatetides iad sista 250, 000 


In each of any other ware house buildings not spec ified in the afore- 
going list: 
Ca). ee SRONRITe: COMNETECIION 6 oa Bain nena 
(b) Other Than Fire Resistive Construction____-_ ee 
In each of any other buildings (except warehouse buildings) not speci- 
fied in the aforegoing list-_._._..____.____- eae! es sae 


500, 000 
250, 000 


250, 000 





PREMISES OF GEO. T. STAGG CO. (FORMERLY GREEN RIVER 
DISTILLING COMPANY), STAMPING GROUND, KY. 


$500, 000 
“or, Sahar 500, 000 


a a tals bias atts pmcileiateg elie ae 
Warehouse 
Building No. 3 (Barrel House) 
In each of any other wi irehouse buildings | not spec ified in the afore- 
going list: 
(a) Fire Resistive Construction_____~ chaeaicecciiaia hacia ee 
(b) Other Than Fire Resistive Construction____- 
In each of any other buildings (except warehouse buildings) not spec i- 
Sindh: Bak CURD: BOON TMG isis sii ett teat ne sadbaiadel 


500, 000 


500, 000 
250, 000 


250, 000 
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PREMISES OF BLUE RIBBON DISTILLERIES CO., CARROLLTON, KY. 


Warehouse “A” 
Warehouse “B” ‘ 
In each of any other warehouse buildings not specified in the afore 
going list: 
(a) Fire Resistive Construction 
(b) Other Than Fire Resistive Construction 
In each of any other buildings (except warehouse buildings) not speci 
fied in the aforegoing list 


PREMISES OF ASSOCIATED KENTUCKY DISTILLERIES CO,, LEBANON, MARION CO 


Warehouse “B” 
Warehouse “C 


Warehouse “D” 
Warehouse “EE” 
Building 4B (Free Bottling House) 
In each of any other warehouse buildings not specified in the aforegoing 
{ 
\) Fire Resistive Construction 
(ly) Othe Phan Fire Resistive Construction 
In ¢ h of iy other bui gs (except warehouse buildings) not speci 
ed the aforegoing List 
= | ( ASSOCIATED KENTUCNY DISTILLERIES CO.) 
WN, NELSON COUNTY, KY FORMERLY FAIRFIELD DISTILLERY, 
Warel Ist (] R 


UNTY 


S500. ¢ 


HOw. ¢ 
HOO, ¢ 
GOO. ( 
S00, | 
si) 
20) 


» 
ou, ft 


FORMER 
INC.) 


nn 





\’ 
Wareh ise “A” (1. R W SAA) , OO 
Warehouse “B OOK 
Wareh ‘ hg OOO 
\\ irel ist lm (MM 
Wire ous i” , OOF 
In ene f any other warehouse buildings not specified in the aforegoing 
1) Fire Resistive Construction 4 500, 000 
) Other Than Fire Resistive Construction 250, 000 
In each of any other buildings (except warehouse buildings) not speci- 
fi nthe aloregoing Lis P50. OOF 
PREMISES OF HOI AN DI ERY CO., INC., LAWRENCERBUI ANDERSON COUNTY, K 
Warehouse “A S500, OOO 
Warehouse iB HOO, OOO 
In « h « iny other warehouse buildings not specified in the aforegoing 
ist 
Fire Resistive Constructio HOO, OOO 
( Oc:her Than Fire Resistive Constructio 250, OO 
In ¢ t y other bu I (except ware ( uilding l 1 
Me< ( fore ing list 0, COO 
PI ES Lp IS HUNTER DISTILLERY LAIR, HARRISON COUNTY KY 
| I l $250, OOO 
I OF RI S. DISTILLING C¢ rYRONE, ANDERSON COUNTY, KY 
- Limit S900. 000 
rt MIELVALE DIS LLERY COMPANY FORMERLY DOWLING BROS, DISTILLING CO.) 
BURGIN, KY. 
Warehouse “A” $600, 006 


In each of any other warehouse buildings not specified in the aforegoing 
l 
(a) Fire Resistive Construction . 
(bb) Other Than Fire Resistive Construction 


ach of a othe 


the 


hy buildings (except warehouse buildings) not speci 


iloregoing list 


5OO, 000 


» 


DU, OOO 


250, O00 
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PREMISES OF PEBBLEFORD DISTILLING CO.; WILDER, KY 


Warehouse “A” ; 3500, 000 
Warehouse “B” 350, OVO 
Warehouse “C”’_ 350, 000 
In each of any other warehouse buildings not specified in the aforegoing 
list: 
(a) Fire Resistive Construction : OOO 
(b) Other Than Fire Resistive Construction 250, OOO 
In each of any other buildings (except warehouse buil 
fied in the aforegoing list 250, 000 


PREMISES OF BARTON DISTILLING CO., BARDSTOWN, NELSON I - «4 


arehouse “A” $500, 000 
arehouse “EF” DOO, OOO 
irehouse “H” 50, OOO 
arehouse “I” HOO, OOO 
arehouse “J” HOO, OOO 
arehouse “K”’ HOO, OOO 
1 each of any other warehouse buildings not specified in the afo 
ist : 
(a) Fire Resistive Constructior 500, 000 
(b) Other Than Fire Resistive Construction 250. 000 
In each of any other buildings (except warehouse building 
fied in the aforegoing list 250, OOO 


Exntsit 24 


[Excerpts of 1947 contract] 


This policy insures any or all of the following : ScHENLEY DIsTILLERS CORPORATION 
or its Subsidiaries or Controlled Corporations, Firms, or Individuals, As now 
or may hereafter be constituted as their respective interests ay appear 
Loss, if any, to be adjusted with and payable to SCHENLEY DISTILLERS Corpo 


RATION For account of the interested party or parties 


Total Provisional Amount of all Concurrent Insurance § 
Provisional Amount of this Policy $_- 
1. This policy insures: 

A. Goods, wares and merchandise (including the cost of labor performed 
thereon) ; 

B. Materials and ingredients; 

C. Bottles, labels, boxes, barrels, packages, containers, and supplies used 
in or incidental to the business of the assured of all kinds and nature ir- 
respective of whether they come within the foregoing descripti 

D. Allinterests (whether property or contractual 
in goods, wares and merchandise under contract 
sured or under contract of production for the assut 
if any, by which the market value thereof 
Clauses” of this policy exceeds the 
ing all interest of the assured in g1 
or other raw materials (whether o1 
by it and in the possession or cust 
use such grain or materials 

the assured either has or 
of this paragraph. For 
under contract of purchase 
sale as bottled goods by the insu 
the Market Value Clause (D 
E. Revenue and other st , 
of which is recoverable from he 
the case may be, in the event of da 
F. Taxes and duties whic! 
and local taxes if the assur 
insured hereunder shall | 
Value Clauses to the contrary 


22983—52— pt. 1——46 
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All while contained in any building, shed or structure, or within 300 feet ther 
within the limits of the United States of America, excluding the State 
California. 

* o +. * e . ° 

2. The coverage of this policy applies to the foregoing classes of proper 
if such property : 

a. belongs to the assured; or 

b. has been sold by the assured, but not paid for in full; or 

c. has been sold by the assured, but not paid for in full, and stored 
warehouses not owned or operated by the assured under an arrangement wi 
warehousemen which provides that the merchandise shall not be relea 
until payment has been made by the purchaser; or 

d. should be on vehicles or railroad cars in or about the premises duri 
the process of storing or receiving or delivering or shipping and is not othe 
wise insured under Ocean Marine and/or Inland Transportation polici 
issued in the name of the assured ; or 

e. Belongs in whole or in part to others, and the assured has agreed t 
insure the same while it is in their custody or possession, 
* * * + + a . 

4. Limit of Liability.—This policy being for % of the total contributing 
insurance, liability of this Company is limited to the same percentage of at 
loss and in no event to exceed the same percentage of each of the followin 
limits, but no insurance attaches under any one or more of the following limit 
unless a definite amount is specified as a limit and inserted in the blank imum 
diately opposite the location item: 

. * * * * + * 


PREMISES OF THE STITZEL-WELLER DISTILLING COMPANY, SHIVELEY, KY. 


Plant limit 


. * * * + * * 


$200, 000 


GENERAL LIMIT 


Storage in the open on premises wherever located within the geographi- 


cal limits of this insurance, per location $500, OOO 
Contents of tanks in the open on premises wherever located within the 
geographical limits of this insurance, per location 250, 000 


In and on vehicles on railroad cars as described in paragraphs 1 and/or 
2d wherever located within the geographical limits of this insurance, 
per location ‘ . 500, 000 


ALL OTHER LOCATIONS 


In each of any other locations, within the geographical limits of the 

United States of America, excluding the State of California, declared 

at the inception of this insurance $500, 000 
In each of any other locations, within the geographical limits of the 

United States of America, excluding the State of California, ac- 

quired after the inception date of this policy, provided the same is 

included in the monthly report for the last day of the month in 

which such new location was acquired ‘ sta ; _ 600, 000 
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EXHIBIT 25 


ScHENLEY DtstitLers Corp., 
New York, N. Y., June 17, 1947. 


Re: Reduction of automatic limit—Stitzel-Weller interstate underwriters report- 
ing form of fire and riot and civil commotion insurance policies. 


Scar, TERHUNE & Co., 
New York, N. ¥. 
(Attention: Mr. D. Sheckley.) 

GENTLEMEN: As of inception date please endorse the captioned policies to in- 
clude the premises of Stitzel-Weller Distilling Co., of Shively, Ky., for a limit of 
$200,000. 

Kindly acknowledge receipt of this letter and give the matter your prompt 
attention. 

Very truly yours, 
ScHENLEY DISTILLERS CoRP., 
By Joun BE. BeraMan, 


JUNE 23, 1947. 


Re: Reduction of automatic limit—Stitzel-Weller interstate underwriters report- 
ing form of fire and riot and civil commotion insurance policies. 


SCHENLEY DISTILLERS CorP., 
New York, N. Y. 
(Attention: Mr. John E. Bergman.) 

GENTLEMEN: Pursuant to your instructions of the 17th instant, we have ob- 
tained endorsement binders specifying limit of $200,000 as to property located 
on the premises of Stitzel-Weller Distilling Co., of Shively, Ky. 

Yours very truly, 
Scuirr, TERHUNE & Co., IN« 
DaAvip SHECKLEY, Secretary 


ScuirF, TERHUNE & Co., INC., 
New York, N. Y., June 25, 1952. 
SCHENLEY INbDuSTRIES, INC., 
New York City, N. Y. 
(Attention: Mr. Earl C. Gassenheimer, assistant treasurer. ) 

Dear Eari: In answer to your inquiry this day, we advise that in accordance 
with Mr. John E. Bergman's instructions of June 17, 1947 (as per copy of letter 
enclosed herewith), we substituted a specific plant limit of $200,000 as respects 
merchandise on the premises of Stitzel-Weller Distilling Co., Shively, Ky., in 
place of the $500,000 automatic limit applying to subsequently acquired unnamed 
locations, under merchandise fire and riot and civil commotion monthly reporting 
floater insurance policies which attached April 1, 1947. 

Trusting this is the desired information, we remain, 

Very truly yours, 
Scuirr, TERHUNE & Co., INc., 
Davin SHECKLEY, Secretary. 
P. 8S. I am enclosing original binders. If not required please return to me. 
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Exnuisit 30 


Recapitulation of companies and plants purchased by Big Four, per information 
received from Big Four 


Number of Number of 
plants, etc., plants, ete., 
acquired dissolved 


: Value of 
» plants, ete., 
purchased 


Other 


position 


ram Walker. OD $6, 567, 724 
enley : 89, 786, 150 
GPRS oe cisenced ; Sel : 95, 087, 493 
National ‘ 5 j 62, 183, 322 





Grand total of Big Four__....__-. 36 213, 524, 689: 


ExuHIsIT 31. J. E. Binderman, June 25, 1952, sworn statement, District of 
Columbia liquor stores (see p. 650) 


ExureiT 32 


MEMORANDUM RE NATIONAL INVESTIGATIONS OF LIQUOR INDUSTRY BY ANTITRUST 
Division From 1943 TO DATE 


(Delivered to Subcommittee To Investigate the Department of Justice, by H. 
Graham Morison on May 18, 1952) 


In 1943 the Judiciary Committee of the Senate initiated an investigation of 
the liquor-distilling industry. Shortly after that investigation was instituted, 
the committee requested the assistance of the Antitrust Division in gathering 
information concerning the activities of the major distillers. In conformity with 
this request and after an extensive preliminary investigation by members of the 
Antitrust Division staff, a grand jury was authorized in November 1943 and con- 
vened in the District of Columbia in December 1948 for the purpose of determining 
whether certain members of the liquor industry were violating the antitrust 
laws. 

Subpenas were served on the four largest distilling companies, namely, Schen- 
ley, Seagram, National, and Hiram Walker, and subsequently upon a number of 
smaller independent distillers, calling for the production of documents concern- 
ing liquor stocks, acquisitions, assets, sales, prices, marketing policies, and 
banking affiliations. Representatives of the Department conducted extensive 
file searches in the offices of some of the companies under subpena to assist such 
companies in compliance with the subpenas. In addition to serving subpenas, 
questionnaires were sent to numerous rectifiers and bottlers of spirits, small 
distillers, and others requesting information pertinent to the investigation. In- 
formation also was obtained from a number of Government agencies in con- 
nection with the distilled-spirits industry, as well as from certain banking 
corporations, 

At the conclusion of the extensive grand-jury investigation in 1943 and 1944, 
the staff assigned to the investigation concluded: (1) That there was no evi- 
dence of common ownership or control in the industry; (2) that the acquisitions 
of the Big Four were not made pursuant to any conspiracy; (3) that the dis- 
tillers had no common connections with banking interests; and (4) that there 
was no collusion among the major distillers with respect to marketing and dis- 
tribution practices. However, the staff found that there was a high degree of 
concentration in the hands of the Big Four and that competition in the industry 
as between the Big Four and the independents had been steadily lessening. 

Upon the basis of the facts outlined in the paragraph above, the investigation 
was officially closed in late 1944. However, the subject remained open in the 
sense that the staff felt that i he postwar period, with the re va govern- 
mental wartime regulations in the liquor industry, evidence might subsequently 


be found of collusion or conspiracy among the Big Four or that one of the Big 
Four would emerge as the leader to such an extent as to require a further exam- 
ination of the developing facts. 

During the course of the investigation members of the 
staff kept constantly in touch with members of the Judiciary Commi 
Senate and its chief counsel. Sefore closing the investigation the ft 


22983—52—pt. 1 


a 
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matters were informally discussed with the committee for committee consider 
ation and actions: (a) Restricting domestic distillers of spirit beverages fro: 
engaging in the manufacture, processing, and sale of wines and beers; (b) r¢ 
stricting domestic distillers of spirit beverages from importing and selling for 
eign distilled spirits and wines; (¢) requiring distillers to bottle their spirits 
under prewar brand names in somewhat the same ratio as existed prior to the 
emergency; and (d) requiring the distillers to package their bottled goods j 
quarts instead of fifths. 

Upon the termination of the grand jury investigation in 1944, one fact wa 
clear, and that was that there was a high degree of concentration in this indus 
try, even though there was a lack of evidence of conspiracy among the major 
liquor companies. In the light of this fact, it was determined that the Antitrust 
Division would maintain an active watch over the industry in the belief that, 
upon the end of wartime restrictions upon the manufacture of distilled spirits 
any intention by members of the Big Four to monopolize would soon appear 
Although the war ended in the last part of 1945, allocation of grain for the pro 
duction of spirits was under Government regulation well into 1948 because of 
the demands for grain in the devastated areas of Europe. It was not until 1949 
that this industry was entirely free of Government restrictions on production. 
1949 no evidence had come to the Department’s attention that any one of 

Four had reached such a position of dominance as to be able to direct 
the course of action of the other major distillers in the industry. Furthermore 
the Division had received no complaints of monopoly or conspiracy during the 
S-veur postwar period. In order to reevaluate conditions, as this industry was 
now free from emergency regulations, a completely new staff was appointed in 
the spring of 1949 to reappraise the 1943-44 grand jury investigation in the liquoi 
industry. At the same time the staff was directed to conduct a complete survey 
of the industry from every available source within the Government and to de 
termine if a field investigation of the industry was justified. 

In the spring of 1949 the staff began the reexamination and reevaluation of 
the prior grand jury evidence and the collection and compilation of information 
from the Federal Trade Commission, Securities and Exchange Commission, 
rreasury Department, Department of Agriculture, and other Government agen 
cies. This examination was completed by September of 1949, and the staff pre 
pared a detailed and comprehensive summary of its findings. The conclusions 
reached by this staff were almost identical to those reached in the 1944 investi 
gation Che staff found that all phases of the liquor industry were heavily con 
centrated in the hands of four major companies; that there was a total absence 
of evidence of conspiracy or collusion among these companies; that there had 
heen no significant complaints from independent distillers in the industry; and 
that in fact there were certain indications of competition among the Big Four 
themselves in the acquisition of properties and in distribution policies. Further- 
more, Publicker, a relatively insignificant distiller, was able to take the leader 
ship in production of whisky away from the Big Four during the years 1945 
and 1946. 

The staff suggested several courses of action for consideration by the Divi 


} 
thie 


sion, One was to suspend the matter in view of the fact that there was no 
evidence to sustain a charge under the Sherman Act. The second course sug 
vested for consideration was the possibility of a complaint against the major 


distillers charging an oligopoly, nonconspiratorial in nature but based upon 

a common course of action as had been previously suggested at the end of the 1944 
investigation. ‘The third alternative was to initiate a limited FBI investiga- 
tion by interviewing independent distillers in order to obtain evidences of an 
legal conspiracy among the Big Four. 

In December 1949 a summary of the September 1949 memorandum was 
prepared together with a draft of a memorandum to the FBI for a limited 
investigation if it were determined to initiate such an investigation. 

After discussion among the staff it was felt that the matter should not be 
closed because of the high degree of concentration found in the hands of 
the major distillers and because of the possibility that some evidence might 
if a future time be disclosed showing collusion or conspiracy The staff also 
elt that the liquor industry did not offer the appropriate opportunity to 
attempt to expand the law to cover oligopoly, because of the extensive local, 
State, and Federal governmental control over the industry, because of the 
express declarations of social policy in the liquor laws of many of the States 
directed against the sale of cheap whisky, and because of the competitive 
aspects which existed in certain parts of the industry. In the light of these 
considerations and the necessities of the antitrust program in other areas where 
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ubstantive violations of the ; 1 laws claimed 
trust Division, it was felt ¢ { 
anted on the basis of the facts 

The suggested courses of action were not resolved, but 
open to await developments in the industry or the developmet f an appro 
priate legal theory which would justify further action by the ntitrust Div 
sion. Since May of 1950 this matter has remained in an inactive status pend 
ing the receipt of complains from independent distillers, evidence of conspiracy 


or collusion among the Big Four, or evidence of the dominance of one of the 


} t} . 


big Four sufficient to direct the course of the others along a commior part 
violation of the antitrust laws. 
Attached are the following (1) Copy of 
together with draft of memorandum to the FBI referred to in the summary 
(2) list of the members of the staff of the Antitrust Division familiar with the 


the Septemb 149) summary 


1943-44 investigation; (3) list of the members of the staff of the Antitrust 


Division familiar with the 149-50 survey, an (4) general description 


confilential data excluded from the if submitted o the committee's 
representative 


ro: Mr. Edward VP. Hodges 
From: W. Wallace Kirkpatrick 
Subject Liquor 
Date: December 20, 1949. 
File: 60-257—-0 

My memorandum to you of September 16, 1949, 
I ults of our investigation of the liquor industry th memorandum 
summarize the investigation and indicate the alternatiy ourses of future 
action 

Whisky is by far the most important of the distill , and in 1948 
t represented 90 percent of the total distilled spirits bottle for consump 
tion In that vear expenditures for dist , irit re estimat at 83.9 
billion, 


PRODU ¢ ION 


Production of whisky, ever since repeal, has ‘ concentrated 
so-called Big Four, Seagram, Schenley, National, and Hiram Walke1 
following table shows the industry production of whisky and the pre 


of each of the leading companies 


Whisky production, 1934 59 


1934 
1935 
14386 
1937 
198s 
1¥39o 
1940 
1041 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1049 


After the Big Four, the most important distiller apparently is Publicker. Prior 
to the war, Publicker accounted for less than 38 percent, of the total whisky pro 
duction. However, it owned two distilleries that were authorized to produce 
either industrial alcohol or distilled beverage spirits, and during the limited 
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resumption periods in fiscal 1945 and the allocation periods in fiscal 1946, P 
licker ¢) to produce whisky rather than industrial alcohol. In fiscal 1: 
for some reason totally unknown to us now, Publicker practically dropped 
of the whisky-production picture, producing only some 2,000 tax gallons. 

In fiscal 1948, the next seven independent distillers together accounted 
about 20 percent of the total production. In order of output these distillers 
American Distilling, Brown-Forman, the Abelson Group, Glenmore, United 1 
tillers, Park & Tilford, and Fleischmann. 

Figures showing tax-paid withdrawals of whisky from warehouses also dem: 
strate the concentration in the hands of the Big Four of the whisky busin« 
Complete statistics of tax-paid withdrawals by company not available 
all years, but in fiscal 1947 the Big Four companies accounted for 67's percent 
such withdrawals and in fiscal 1948 and 1949 for 75 percent. 

Stocks of aging whisky held by the Big Four have varied from about 52 pere 
in 1939 to 62 percent in 1949. The highest percentage of whisky stocks held | 
the Big Four in any 1 year was 70 percent in 1945. 

Bottling statistics indicate that, in 1943, the Big Four accounted for 57 perce 
of all whisky bottled, and this percentage has increased to more than 83 perce: 
for the first half of 1949. 

The Big Four together own 48 out of a total of 130 plants, representing 3 
percent of the total production. Of more significance is the fact that the plant 
of the Big Four operate at a relatively high level of capacity, and the ratio of 
production to capacity for the Big Four amounts to 30 percent whereas the rat 
for other distillers is between 18 and 21 percent. 

The concentration of all phases of the whisky business in the hands of the Bis 
Four is apparent from the figures presented above. Because of the nature of 
this industry, it is impossible to say that one or several companies do a par 
ticular share of the entire business; yet it is clear that the business is concer 
trated in these four companies, whether production, stocks, withdrawals, bottling 
or capacities are considered, and this concentration has increased since the wa 


ose 


are 


ACQUISITIONS 


Each of the Big Four has grown tremendously since repeal, and this growth in 
each case has been marked by the purchase of plants and stocks. Seagram has 
made no purchases since 1948. In the years 1910-1943, however, this company 
purchased about 18 plants, distilleries, distributing companies, and wineries, for 
a total cost estimated at more than $60,000,000; the largest single acquisition 
was the purchase of Frankfort Distillers in October 1943 for almost $43,000,000 

Since 1940 Schenley has purchased about 35 distilleries, wineries, distributors, 
and cooperage plants for a total cost of more than $45 million. A few purchases 
have been made in 1944, 1946, and one as late as 1948, although the majority of 
these purchases occurred in 1942. 

National, in the period since 1940, has purchased 81 distilleries, distributing 
concerns, Wineries, and cooperage plants for a total of more than $40,000,000. <A 
few smaller acquisitions were made in 1947 and 1948, but the bulk of these aqui 
sitions were in the early war years. 

Hiram Walker, since 1940, has purchased 14 plants of various kinds at a cost 
of about $12,000,000. 

The financial power and strength of each of these four companies has increased 
tremendously since 1939, as shown in the following table: 


Financial record of the Big Four, 1939 and 1948 











Millions of dollars 
} Hiram . 
chenley National Walker eagram 

1939 | 1948 | 1939 | 1948 | 1939 | 1948 | 1939 1948 

| 

| 
Total a t 85.0 342 | 74.0 (215.0 34.0 |110.0 |258.0 | 301.0 
In ventorie 45.0 193 | 32.0 15.0 | 48.0 | 35.0 | 179.0 
Property after depreciation 16.0 56 | 11.0 12.0 | 21.0} 12.0] 26.0 
Capital and’surph 59.0 171 46.0 6.0 | 62.0 | 21.0 | 144.0 
Net sales... | 74.0 | 460 | 59.0 |352 58.0 |282.0 | 81.0 | 703.0 
Net profit before taxes 5.0 50 | 8.0 | 44.0 2.0 | 27.0} 6.0 84.0 
Net profitfto capital and’surplus 7 29 | 17.5 | 28.3 | 27.1 | 43.4 | 26.2] 58.3 

| 


| : 
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rhe balance of the distilling industry consists of 63 independent distillers, 

h of whom operates but a single distilling plant, and 10 concerns or groups 
ich of which operates more than 1 plant. Of these 63 plants, 1 had a produec- 
on of distilled spirits in fiscal 1948 of 9.7 million gallons, and 2 others produced 
re than 5 million gallons. However, there were only five other plants producing 
ve than a million gallons in 1948. The 68 plants produced a total of 48.8 
lion gallons of distilled spirits. This was only 15.5 percent of the maximum 
pacity of all of these plants 

The multiple plant distillers are shown in the following table, contrasted with 
e Big Four to show the relative size: 


Distilled spirits production, fiscal 1948 


Mill 


Distilled 
rits 


including 


whisky 


Walker 
iblicker 
nerican 

wn-Forman 
\beison group 
nited Distillers 
tandard Brands 
irk & Tilford 
enmore 
(. L. Stone 

uis Mann 


Vlerchants Distilling 


DISTRIBUTION 


The major distillers are also rectifiers and bottlers of whisky and operate a 
substantial number of both rectifying and bottling plants. Out of 148,000,000 
wine gallons of whisky bottled during fiscal 1949 in this country, the Big Four 
together accounted for more than 82 percent, Seagram alone accounting for 36 
percent of the total: 86 percent of all rectified whisky bottled in the country was 
bottled by the Big Four (compared with 61 percent in 1943), Seagram leading 
with 41 percent. 

State-owned package stores in the 17 monopoly States usually purchase whisky 
direct from distillers at the same price as a large wholesaler pays. In the open 
States the great majority of whisky is sold through nominally independent 
wholesalers. However, these wholesalers are often in effect controlled by the 
major distillers as to prices and policies through the distillers’ ability to grant 
or revoke the right to handle popular brands. Through fair trading, strongly 
supported by the major distillers, the wholesaler’s price is often controlled by 
the distiller. 

Some distillers sell through exclusive distributors, while other distillers sell 
without restriction to wholesalers who handle various lines. There are over 
1,500 wholesalers in the country, some of whom combine blending, bottling, and 
importing with strict wholesale functions. 

Estimates of the number of retailers run to about 160,000. The retailer is 
normally a small-business man, and many States limit the number of retail 
outlets that may be operated by one person. 

One of the major factors in distribution is advertising. All distillers spend 
large amounts for advertising, pushing their particular brand name in the pub- 
lic’s mind. Capital resources obviously determine the amount of advertising 
possible for each distiller, and the importance of brand names tends to concen- 
trate sales in the giant corporations which can spend many millions of dollars 
for brand advertising. 

Another similar factor which tends to concentrate the industry in the hands of 
the corporate giant is the need of large capital accumulations for operations. 
Because of the nature of the process, whisky is produced in one year for sale 
some years later; very high taxes (which account for more than half of the total 
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cost of Whisky to the consumer) also require large amounts of capital fo « 
the distiller to carry the valuable tax-paid whisky through the withd 
blending, bottling, and distributing operations. 

Whisky prices are generally rigid, and, to the extent that brands can |x 
pared, prices for comparable brands are close. Some evidence in our poss: 
suggests various local price-fixing or price-stabilization schemes, but mo 
these seem to be engineered by local distributors or retailers rather thar 
distillers. We have insufficient information to know whether distillers’ prices 
close enough to be suspicious. We have no information even suggesting 
fixing by distillers. 

The distribution system in the whisky industry is very complex because « 
presence of large numbers of wholesalers, retailers, importers, and other gi 
because of the existence of almost innumerable national, regional, and local 1 
associations and because of the multiplicity of State system of regulati 
controls, and taxes. 

During the war years National and Schenley purchased some winerie 
wine properties in California, but Seagram and Hiram Walker appeared q 
indifferent to the wine industry. The Big Four together accounted for al 
one-quarter of the wine industry during the war. Schenley has also aequ 
major brewery, but is the only one of the four to display the slightest int: 
in beer. 

PRIOR INVESTIGATIONS 


In the fall of 1948 and in the spring of 1944, the Division conducted a zg 
jury investigation into the activities of the Big Four. Reasonably extensive 
searches were undertaken in some of the companies to implement elabor 
subpenas duces tecum. After an examination of all the material, the Divis 
concluded that there was no common ownership or control of the industry sho 
and that the acquisitions of the Big Four were not made pursuant to any co 
spiracy (in fact, some information indicated active competition to acquire p: 
ticularly desirable plants), that no banks were involved in any conspiracy w 
the Big Four, that no conspiracy was shown involving any marketing pract 
of the Big Four, but that in the industry generally competition had been stead 
lessening and would probably continue to do so, leading to an industry where o1 
very substantial aggregations of capital could compete. After extensive discu 
sion and consideration a complaint charging the Big Four with adopting a cor 
mon policy of stiflug competition by acquiring their competitors, with the int 
of achieving a monopoly, was drafted but was never filed. Although the files a 
not revealing on this question, we gather that it was decided not to file t! 
complaint because there was no adequate legal theory to support a case witho 
evidence of a conspiracy among the Big Four. 

It should also be mentioned that in addition to the investigation by the Divisic 
there have been »t least 15 others by the Congress. There is also a continui: 
although limited supervision by the Alcohol Tax Unit. 


CONCLUSIONS 


1. It is obvious that all phases of the liquor business are heavily concentrated 
in the hands of four major companies. The Big Four as a unit clearly contr 
and dominate production, marketing, and distribution. However, instead 
being one unit, the Big Four are separate companies. The facts reveal an ab 
sence of combination or concert of action among these four companies. Th: 
extensive investigation made with the aid of grand-jury subpenas and fil 
searches, in 1944, indicated a total absence of any element of conspiracy among 
these companies, and, in our subsequent investigation, we have found no sugges 
tion or intimation that the practices or activities going on in this industry are 
ihe result of any combination, 

2. The absence of significant complaints from independent distillers woul 
tend to negative the existence of antitrust violations on the part of the majo 
distillers. The complaints received by the Department do not indicate any ille 
gal activity on the part of any distillers. One of the leading independent dis 
tillers, American, is well versed in complaining to the Federal Government ; yet 
a conference with a representative in this company indicated that it had no 
complaints of any nature with regard to the practices of the major distillers 
American believed that the concentration of this industry was the result of the 
size of the major distillers and not caused by any questionable practices or ae- 
tivities. A large company with more money can produce more whisky, can ob 
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more extensive loans, can spend more money for advertising, and can sell 
e to the consumer than a small company. However, this is only the natural 
result of size and integration, and the power that accompar-es such size and 
tegration ; it is no indication of any abuse of such power. 
There are certain indications of competition in the liquor industry today. 
One of these is the checkered career of Publicker, which rose from prewar insig- 
cance to the position of the largest producer for two successive years, and has 
since seemingly dropped out of the production picture, although it is apparently 
ing large quantities of whisky without difficulties. 

{nother indication is the series of current price cuts being announced by small 

stillers such as American and Glenmore. Such distillers are able to adjust 
their own prices as they see fit, despite the dominance of the major distillers. 

\mong the Big Four themselves, there has been competition in bidding for cer- 

n properties which one or the other wanted to acquire. Such competition oc 

rred on several occasions between Schenley and Seagram to secure desirable 

operties. In addition, leadership in the production field has varied among the 
Big Four from year to year. The position of each of the Big Four as to stocks 
held, withdrawals, and bottling has not been consistent, and has shifted radically 

d rapidly. Moreover, the fact that Seagram produces and sells almost ex- 

lusively blended whiskies, while Schenley has entered the bonded and straight 
whisky fields in an extensive fashion, illustrates another type of competition 

iong the Big Four, since, of course, straight whisky completes with blended 
vhiskies for the consumer’s dollar. Over-all competition among the Big Four is 
eightened by the fact that Schenley and National have gone heavily into the 
ne industry whereas Seagram and Hiram Walker appear relatively indifferent 
this field. 

The suggestion a few years ago that control of the cooperage industry by the 

stillers would be used to control the distilling industry does not appear to 
have been supported by later develpments, since it seems that there is ample 
cooperage available today to any purchaser, and many independent distillers own 
their own cooperage facilities. 

t. The price situation seems at the present time to be largely a local matter 
vith prices determined by local conditions. The prevalence of State fair-trade 

ws is one factor making the price situation primarily loeal. 

At least 20 of the States specifically declare in their liquor-control acts that 

ie of the purposes of such control is to enforce the State’s social policy of pro 
noting temperance, health, and morals. Statutory declaration of such a policy 
ind the wide powers given to many State authorities to control or supervise 
prices for other than profit motives would also tend to make the price situation 

local matter affected by the State’s concept of its social policy. 

5. I do not believe that this industry would present a good factual situation 
to attempt to explore the extent to which oligopolistic but nonconspiratorial 

mtrol of an industry violates the Sherman Act. 

Some writers, primarily Rostow, argue that the necessary result of the Tobacco 
ind Aluminum cases in that group control violate the antitrust laws, since a 
conspiracy will be presumed or inferred from necessary oligopolistic practices. 

This theory seems dubious to me at best, and because of the extensive govern- 
nental control over the liquor industry, because of the express declarations of 
social policy by many of the States against an increased supply of cheap whisky, 
and because of the competitive aspects which exist in certain parts of this 
ndustry, I do not think that whisky is the place to try out this theory. 

6. It may be that a full-scale investigation in this industry will bring to light 
evidences of conspiracy. If any such investigation is undertaken, I do not believe 
that we should approach the Big Four directly at this time. They have been 
so well educated by the numerous governmental investigations and the 1944 file 
searches that I believe the major distillers now have their files in respectable 
condition. 

Contacting wholesalers, retailers, or their associations would not, in my 
opinion, be profitable at this time since they are so numerous and their interests 
primarily local. 

Independent bottlers and rectifiers should be contacted as part of any investiga- 
tion, but I think such contacts would be more fruitful if we were better able to 

rect our inquiries along more specific lines than those we now can. 

Any investigation, in my opinion, should start with a broad and relatively 
general interview with the independent distillers (probably half or more of the 
73 of them) in an attempt to ascertain whether they have any complaints against 
the major companies which would suggest antitrust violations 
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We cannot direct the FBI toward any specific practices, and an investiga 
would have to be requested in general terms covering the entire operation of | 
whole industry. 

I attach a draft of part II of a memorandum to the FBI requesting suc] 
investigation. I would propose that part I of the memorandum give essen! 
background facts for the agents’ benefit, and that part III describe in det 
the companies to be contacted. 

This type of investigation seems to me the only practicable one at the pres: 
time. It would entail extensive work on both the FBI's part and our own, a 
it is impossible to predict whether it would be likely to result in the making 
any major case. 

However, I think this is the only alternative to suspending the matter pend 
industry developments which would give us a more precise point of aim for 
antitrust invest gation. 

II 


This section of the memorandum will outline in detail the type of investig 
tion desired in the case of each of the companies to be contacted. It is re 
quested that the agent first contact responsible officials of the company and inte: 
view them along the lines suggested hereafter. In connection with or subsequen 
to the interview, it is requested that the agent make an examination of the 
files of the company to ascertain the matters set forth below; any documents 
relevant to the subject matter of the investigation should be photographe: 
or photostated, if practicable, and copies submitted to us. 

The third section of this memorandum will identify the companies to lx 
contacted and will describe all the details we know about each one. Obviously 
in each particular case, the agent should modify the interview and file search 
in light of any significant information about the particular company bein 
contacted. 

DESCRIPTION OF THE COMPANY 


1. The agent should ascertain the exact corporate name of the company, whe! 
and in what State it was incorporated, and whether there have been an) 
significant changes in corporate structure. The principal officers of the company 
since 1940 should be listed. The agent should ascertain the names and addresses 
of the owners of the company, who may be one or a few individuals or a family 
owning a small company, or the holders of significant blocks of stock which 
amount to a ,.ractical controlling interest. If the stock of the company is widely 
held, we desire only the names of the holders of important blocks of stock. 

The agent should ascertain any affiliations, through stock ownership or other- 
wise, between the company and other concerns engaged in distilling, processing, 
blending, rectifying, bottling, distributing or selling distilled spirits, wines, 
or other alcoholic beverages. Sizable blocks of the company’s stock may be 
held by other concerns in the industry, or the company may own stock in other 
businesses in the same or related fields. Affiliation may also be more indirect, 
by means of inter-locking directorships or common ownership of stock of the 
company and other concerns. If any individuals, who are officers or directors 
or sizable shareholders in the company, also have an interest in other liquo: 
businesses, we desire to know such details. 

The agent should obtain a list of the physical properties owned by the com 
pany, starting from the list of properties given in the next section of this 
memorandum for the particular company. We would like to know what dis 
tilleries, warehouses and bottling or rectifying plants the company owns, where 
they are located, their capacities (as of July 1, 1949) and any registry number 
assigned to them by the Alcohol Tax Unit. If the company has bought, sol: 
or leased any such properties since 1988, we would like to know the date, th 
amount involved, the other party involved, and the reasons for such trans- 
action. If any properties or facilities of the company are not currently in use, 
we would like to know the reason. 

The agent should also obtain a list of all subsidiaries and affiliates, the 
nature of the business each does, any Federal licenses it holds, and the nature 
of the distiller’s control. 

‘he company may be engaged directly or through subsidiaries or affiliates in 
importing, wholesaling, or retailing alcoholic beverages. If this is the case, 
we would like to know the locations where their operations are carried out, 
and any registry numbers assigned by the Alcohol Tax Unit. If the company 
has bought, sold, or leased concerns engaged in such operations, we would like 
to know the date, amount involved, the other party to the transaction, and the 
rensons for it. 
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The agent should obtain the approximate total assets of the company and an 
indication of whether those assets have increased or decreased since about 
1038. We also desire the total sales (tax gallons and dollar value) and total 
production (tax gallons) of whisky and of other distilled spirits of the company 
for the three fiscal years 1938S through 1940, and for the fiscal years beginning 
with July 1, 1944. 

The agent should ascertain to what trade associations the company belongs, 
how long such memberships have been held, what offices representatives of the 
company have held, the approximate annual dues and generally what the com 
pany receives in return for its membership 

rhe agent should also ascertain whether the company subscribes to the 
American Services Exchange (a Washington, D. C., concern which collects mar 
keting statistics for the distilled spirits industry, and sells such statistics to 
subscribers for very substantial fees). If so, we would like to know the ap 
proximate cost of this service to the company, the nature of the services ren- 
dered, and what use is made by the company of such services 

In cases where the distiller is a division or a subsidiary of another corpora 
tion engaged primarily in a business other than liquor, the information con- 
cerning the company should be limited to that concerning the liquor business, 
except for a general description of the parent. 


2. PRODUCTION 


Figures for each company’s maximum capacity and production of distilled 
spirits for the fiscal year 1949 are shown in part IIT of this memorandun 
Throughout the industry generally, capacity far exceeds production. We would 
like to know whether the company’s capacity has changed during this period 
Possibly the company has purchased, constructed, or leased additional dis 
tilling plants, or possibly it has sold or discontinued some. 

The ratio of the company’s production to capacity for fiscal 1949 is indi 
cated hereafter. We want to know whether this ratio has been relatively con 
stant from 1946 on. We also want to know why the production of the com 
pany has been so small compared to its capacity. Any reasons for this small 
percentage of production to capacity should be explored fully, as they may} 
indicate restraints on the company’s ability to produce. 

There have been various rumors in the industry of allocation of productio1 

‘vy capacity far 





among the various distillers. In some industries where indu 
exceeds demand, allocation of production among the producers has 
ticed. Anything to suggest that there has been any agreement among com 
petiting distillers to restrict or limit or fix the amounts of production would 
be very important. It is unlikely that a direct question on this matter would 
produce any information, but the agent should approach the question indirectly 
and should be alert in examining documents to find any suggestions of alloca- 
tion of production among distillers. 


been pra 


The agent should inquire who, outside of the company itself, knows how 
much whisky and how much other distilled spirits are produced and how 
much the company contemplates producing. Reports conceivably might be 


made to the distillers’ trade association or to some central group in the in 
dustry. The agent should ascertain what officials in the company decide how 
much whisky and other distilled spirits will be produced, on what basis they 
make such decision, what factors influence their decision and for what reasons 
and in what manner a production schedule is changed. 

Since production of whisky precedes by a long time the sale and distribution 
of the product (because of the need for aging), the determining of the amount 
of production is in effect a guess as to how much the company can sell 2 to 4 
years in the future. Because of this fact the temptation to adjust production 
by agreement among competitors would exist Accordingly? any details which 
suggest that the amount to be produced by the company is determined after 
consultation with competitors would be unusually important. It would also 
be important if the company used a past ratio of company production to in 
dustry production as a guide in the determination of future production, using 
Aleohol Tax Unit figures or those issued by the American Services Exchange 
to set the actual level. 

Normally, the distiller reports to the Alcohol Tax Unit the amount of produc- 
tion of whisky and other distilled spirits he anticipates in the coming fiscal year, 
which is based on his anticipated consumption of grain. The agent should as 
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certain how the company reaches any such figure to report. Also, the agent 
should bear in mind that the period beginning with the imposition of wartime 
controls in this industry was one where production figures varied drastically, 
going from a complete prohibition on any production to an extensive produc- 
tion designed to replace depleted inventories. In view of these changes, th« 
agent should ascertain the reasons and motives of the distiller in deciding 
how much he would produce at various periods. Particular attention should 
be directed by the agent to the current period and the distiller’s outlook in the 
near future. It is to be noted that the present inventories are at record levels 
demand has slackened only slightly, yet distillers have begun to cut back. Wy, 
would like to know what has prompted distillers to cut back at this time and 
what factors determine the levels of production established. 


8. DISPOSITION OF PRODUCT 


After the company has distilled its whisky, it can either age it for later bot- 
tling and sale, or it can dispose of the whisky in buik. If the company stores 
some or all of its whisky, the agent should ascertain whether this is done in 
warehouses belonging to the company. If not, the agent should find out where 
the whisky is stored and what contractual arrangement and charges are made 
by the owner of the warehouse for such storage. If the warehouses are owned 
by competitors of the company, it may be that the charge for storage is so high 
as to make it commercially unfeasible for the company to carry stocks of whisk) 
during the aging period. The agent should inquire whether any obstacles are 
imposed, because of warehouse charges made by competitors owning such ware- 
houses, on the company’s free choice to age its whisky for later sale. 

Because of the need for aging whisky over a period of years, a distiller nor- 
mally could not afford to carry stocks of whisky without obtaining sizable loans. 
Usually the distiller would arrange for a bank credit, or would otherwise borrow 
money against whisky stocks aging in warehouses to enable him to continue 
operations until such time as he could realize his returns from the sale of the 
matured whisky. The agent should investigate any difficulties encountered by 
the company in obtaining sufficient bank credit, with particular attention to any 
negotiations for such credits or any contracts for such loans, to see if the lender 
in any way was induced by competitors to refuse to extend sufficient credit. It 
is possible that, if a large competitor had a contract with a lending institution, 
that institution might decline to advance sufficient credit to the company. Any 
suggestions along these lines would be important. 

Whisky must be matured by being aged in new charred oak barrels, referred 
to as cooperage. Cooperage is produced by a large number of mills, but about 
80 percent of the bourbon cooperage mills are owned by distillers. The agent 
should ascertain whether the company has its own cooperage mills or if it 
purchases eooperage on the open market. In the latter case, we would like to 
know from whom the company purchases cooperage, and at approximately what 
price. If cooperage is bought from a so-called captive mill (one owned by 
another distiller), we would like to know whether the company experiences 
any difficulty in obtaining a sufficient supply of cooperage. It is reported that, 
today, cooperage is available in unlimited quantities, but there was a severe 
shortage of cooperage immediately following the war years. It may be that 
because such a high proportion of cooperage is produced by captive mills, a dis- 
tiller cannot be assured of sufficient cooperage to store his whisky. Any sugges- 
tions that competing distillers are using their ownership of cooperage mills to 
restrict the free choice of the company as to whether it will store whisky for 
later sale would be very important. 

If the company owns a cooperage mill itself, the agent should inquire whether 
the company reserves all the production of bourbon cooperage for its own use 
or Whether it sells couperage on the open market as well. We would like to 
know the price at which it sells cooperage to others, and the price which it 
charges its own manufacturing divisions or subsidiaries for cooperage they 
use. 

There have been many rumors that, especially during the period when cooper- 
age was in short supply, captive mills would sell cooperage only in return for 
some bulk whisky. The agent should inquire whether the company ever made 
or was forced to make or was offered any such cooperage-for-whisky deal, and 
if so the details and effect of such deal. 

The company may dispose of some or all of its whisky production by sales in 
bulk. If so, we would like to know to whom such bulk sales are made. The 
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agent should obtain a copy of all contracts covering bulk sales and any sig- 
nificant correspondence relating thereto. 

There are instances where distillers have contracted to sell part or all of 
their whisky production and in the same contract have agreed to limit the 
amount of whisky they would produce for their own use or for anyone other 
than the purchaser under the contract. Some of these contracts appear quite 
restrictive, and limit the amount of whisky which the distiller may produce to a 
tigure far below its capacity. 

Any suggestion in correspondence or any place else to the effect that the pur- 
pose of such a restrictive contract was to lessen the competition to be offered 
by the company would be extremely important. 

If the company sells some or all of its production in bulk, the agent should 
ascertain the reasons which lead the company to do so. The company may be- 
lieve that such a course is more profitable to it, compared to incurring the ex- 
pense of carrying the whisky during the aging period and then attempting to 
establish distribution outlets. 

We would like to know the details and the basis on which the company figures 
it is more profitable for it to sell in bulk. The company may feel that it cannot 
compete in distribution with other distillers and, therefore, that it is forced to 
sell in bulk. Any indications of restrictions on the company’s free choice along 
these lines would be very important. 

Some of the companies may also purchase whisky in bulk. We desire to know 
how much bulk whisky is purchased and at what price the reasons that lead the 
company to buy such bulk whisky, and the basis on which the price to be paid 
is determined. Any contracts or correspondence relating to such purchases 
would also be important for the same reasons as outlined above. 

In view of the fact that the company could produce more with its existing 
plants, reasons which led it to purchase bulk whisky should be carefully examined 
to see whether there is any motive to suppress competition from others by such 
purchases. 

If the company has any bottling or rectifying plants, we would like to know 
whether it encounters any problems in obtaining the necessary supplies for 
rectifying and bottling which might indicate that competitors were attempting 
to limit the amount that could be bottled in such plants. 

The agent should ascertain whether the company, in its own plants, processes 
whisky belonging to other distillers, and if so on what terms and conditions. 
We would like to know the price which it charges others for such services, 
and whether such price might possibly discourage others from using such 
bottling facilities and force them to sell whisky in bulk. The agent should 
ascertain how much whisky was rectified or bottled for others and at what 
plants during fiscal 1948 and 1949. 

If the company does not do its own rectifying and bottling, we would like 
to know whether it has these processes performed at plants belonging to com- 
petitors or at independent plants, the charges made, and whether any limita- 
tions or restrictions are imposed. Particularly, if the company uses the rectify- 
ing and bottling facilities of a competing distiller the agent should examine 
the details of the transactions and any contracts covering such transactions for 
any indication that the competing distiller limits or restricts the company as to 
the amount of whisky that can be processed. 

During and immediately after the wartime controls on whisky production, 
one of the important matters in the industry was the conservation of mature 
stocks (over 4 years or age). The agent should note any suggestions that the 
policy to be followed in conserving such stocks was reached by agreement 
among the distillers or in any fashion other than by the free choice of the 
company. 

It has been rumored that, during this time, blending and rectifying formulae 
were changed to use much less aged whisky. Any such changes made by con- 
certed action or agreement would be very significant. 

After the period of shortage, presumably, the company went back to its older 
formulae and was less concerned about conserving stocks, since these could be 
replenished. During this period of change also there might be indications that 
competing distillers by agreement reached their decisions. 

The agent should also ascertain what disposition the company makes of dis- 
tilled spirits it produces other than whisky. Neutral spirits may be used by 
the company itself for blending or rectifying, or sold to others; we would like 
to know what course the company follows, and to whom it sells neutral spirits. 

If the company produces gin, rum, brandy, or cordials, the agent should in- 
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quire what proportion of total production these represent. However we ar 
at the present time primarily interested in whisky, and neutral spirits used fi 
rectifying whisky, and only desire summary information about other produ 


4. DISTRIBUTION 


The company undoubtedly distributes an appreciable part of its producti: 
assuming that it bottles and sells at least some of its own whisky, throug 
wholesalers in the open States. The agent should inquire how these whok 
salers are selected and on what basis the company decides to give its produc 
to a particular wholesaler 

The company may sell all of its entire line of products through one why 
saler in a particular locality, or the company may sell part of its line throu 
one wholesaler and part through another. 

We would like to know why the company follows the practice it does, wl 
it chooses certain wholesalers for some of its line and not for all, or why 
makes an exclusive local arrangement with one wholesaler for the entire | 

It has been suggested that wholesalers will not handle competitive whiski« 
and that they prefer to handle the whisky that is in greatest demand It ma 
be that certain competing distillers who, through advertising and other metho¢ 
have built up an extensive national demand for one of the products, will refu 
to permit a wholesaler to handle a similar product produced by others Al 
indications that the company being interviewed encounters obstacles in tl 
selection of its wholesale outlets would be of interest 

The agent should examine contracts and correspondence between the cor 
pany and any wholesalers to ascertain whether the company, itself, imposes ar 
restrictions upon the wholesaler as to the amount or the kind of competi! 
whisky which the wholesaler may handle 

We would like to know the full details about any exclusive deals which the 
company has entered into with any wholesalers, and any refusals by whole 
salers to handle any of the company’s products because of exclusive contract 
the wholesaler might have with competing distillers 

The agent should ascertain whether the company has been able to secur 
adequate outlets of a size and character satisfactory to the company, or wheth 
perhaps any obstacles to such selection have been imposed on the company be 
cause of agreements among the wholesalers or agreements between competing 
distillers and certain wholesalers If any serious obstacles have been e1 
countered by the company, its officials would likely know or suspect the cause 
of the difficulties and we would like all such details 

It is requested that the agent investigate the pricing structure of the com 
pany’s bottled products Probably the company will have issued a series of 
price lists and also discount lists. We would like copies of all such lists issued 
since January 1, 1940. Where there are gaps in price lists, the method of 
pricing used should be explained and the time interval defined. 

Discounts from list prices will no doubt vary in accordance with the purchase: 
classification—large distributor, exclusive distributor, monopoly State Commis 
sion, and other classifications. 

It is, therefore; extremely important that the agent obtain complete sets of 
discount sheets or net prices applicable to these purchasers. Also, quantity 
discounts and freight policies may differ between the various classes of put 
chasers, and so complete information as to these for the entire period under 
consideration should be obtained. 

The agent may find that in some instances certain classes of purchasers may 
receive discounts from list prices which are unpublished. Where purchasers 
receive such standard unpublished discounts, these should be noted. Also, any 
extra price concessions, such as rebates or advertising contributions, should be 
noted, 

It is possible that discounts or concessions allowed the wholesaler by the 
various distillers have been fixed or agreed upon among the distillers. Although 
it is unlikely that any information on this subject would be obtained in reply 
to a direct inquiry, there may be indications of such a practice in correspond- 
ence, either in the form of remonstrances from wholesalers or possibly notifica- 
tions from other distillers of the discounts they are allowing their wholesalers 
The importance of any evidence indicating that the distillers, between them, have 
fixed the discounts to be allowed to the wholesalers is, of course, obvious, 

The agent should inquire as to how the prices for particular products are 
arrived at. Since the cost of the production of whisky represents but a very 
small fraction of the price charged the consumer, the agent should ascertain 
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hat factors are considered by the company in arriving at a particular price 
o be charged for a particular type of whisky. 

This is particularly important in cases where the company sets or suggests 
consumer resale price for its product it may be that the mark-up allowed the 
wholesaler or the retailer has been suggested to the company either by a group 


if wholesalers or by other competing distillers \nvthing to indicate agree 
ment between wholesalers or between competing distillers in reaching the 
mark-ups set for the wholesaler and the retailer should be fully explored 

Fair trading of products is extensively followed in the liquor industry ‘The 
agent should ascertain whether the company follows the policy of fair trading 
some or all of its products in those States where fair trading is legal 

We would be very much interested in anything to indicate that such a policy 
was followed for any reason other than the company wh free choice it is 
possible that groups of wholesalers or retailers Lave pressured the company to 
fair trade its products, or that various distillers agreed that each would adopt 
a policy of fair trading wherever possible 

Any information along these lines would be interestir as any concerte 

tion to establish fair-trade prices is not sanctioned y the various state 
tatutes, If the company does set consumer resale prices under fair-trade law 


we are, of course, interested in the mark-ups allowed therein for the whole 
ier and the retailer, and especially how those mark-uj are arrived at by 
the companys 

If the company does not fair trade its products, the agent should ascertain 
whether the company recommends or suggests any resale prices. If this is 
done, the agent should find out how the recommendation or suggestion is made 
and any reasons for such a practice. 

If the company sets its resale prices under fair trad tatutes or suggests 
consumer resales without fair trading, the agent should ascertain whether there 
is any program or policy of the company to check on or police this price struc 
ture 

Wholesalers or wholesaler associations, or retailers or their associations, may 
report to the company about violations of its policy on the part of other whole 
salers or retailers, sugeg ing or attempting to force the company to cut off 

uncooperating” wholesalers or retailers. We would like all evidence showing 
the existence of any reporting or policing system, and how the policing is 
carried out 

The company may fair trade or Z resale prices for only some of its 
brands but not for others, If this is the case, we would like to know the bases 
on which the company determines which of its brands should be fair-traded 


or carry Suggested resale prices. 








Also, it is possible that the companys may hot attempt to se ll all of its brands 
in each State where it does business: we would like to know the reasons behind 
any such decision. 

In the monopoly States the company probably sells directly to the State 
authority The agent should ascertain whether this is true and the price 
at which sales are made to the State authority If these prices vary from those 
charged to wholesalers in open States, the agent should ascertain the reason 
for such variance. 

Since in the monopoly States all competing distillers are selling to one pur 
chaser, it might be that in such sales the distillers would be more apt to agree 
between themselves as to the prices to be charged to such monopoly State 
bodies Any evidence thit the distillers consulted each other or agreed as to 
prices or price changes on sales to the monopoly States would be very important 

The agent should ascertain the approximate advertising budget of the com- 
pany annually since 1940. This industry is peculiar in the great importance of 
brand names and it is reported that a large capital investment is necessary to 
create any public demand for a particular brand. 

Presumably, there is no restraint of trade in the advertising of whisky, but 
the views of the company as to the effect of such advertising and the great im- 
portance of it with relation to selling a particular brand in competition with 
others should be ascertained. 

It may be that the company, if it is unable to finance an extensive advertising 
campaign to popularize its own brand, would be forced to sell its whisky in bulk 
rather than attempt to bottle and distribute it. Of course any difficulty en- 
countered by the company in its advertising would be important, but it is be- 
lieved that this is only a question of possessing sufficient capital to spend on 
advertising. 
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The agent should inquire whether the company permits its distributors or 
retailers to advertise its brands, and if so may they advertise cut prices. I; 
some instances, distillers have threatened to withhold their own advertisi: 
from newspapers printing ads of cut prices offered by retailers on the distiller 
brands; indications of any such practice would be interesting. 

During and immediately after the war years tie-in sales were reported to bh 
very prevalent in this industry. Any evidence to indicate that competing dis 
tillers or the company is engaged in tie-in practices should be checked. Tir 
ins might have occurred in an effort to sell wine, beer, brandy, or other liquor 
along with scarce whisky. Tie-in sales of this nature are probably not being 
practiced today. 

However, the company may be encountering competitive obstacles by tie-i: 
practices, in the nature of full-line forcing, by competing distillers who w 
only sell their entire line of products to distributors, thus preventing the com 
pany from selling one or more of its products because the distributors must 
take a full line from a competitor. 

5. Acquisitions: As has been indicated in part I of this memorandum the 
larger companies in this industry expanded their position largely through the 
acquisition of other distillers or their stocks of whiskies. We are very much 
interested in any negotiations which the company being interviewed may have 
had with any other distiller concerning the purchase or sale of stock in the cor 
poration, of assets of the company, or of its warehouse stocks of whisky. 

If the company has been approached by any other distiller to sell out, we 
would like to know the full details of the negotiations, and the agent should 
review all correspondence pertaining to it. Any suggestions or intimations that 
the purchase was motivated by desire to reduce competition would be very im 
portant, 

Certain of the companies to be interviewed have themselves purchased other 
distilleries, either stock, assets, or warehouse stocks of whisky. We would like to 
know the full details of any such purchase made by the company, including th« 
reasons for the purchase, the price, the parties, and we would like to obtain a 
copy of the contract of purchase. In some purchase contracts there have been 
restrictive provisions binding the seller not to compete in various ways. We 
would like full details about any such restrictive provisions. 

6. Imports: The agent should ascertain whether the company acts as a dis 
tributor for any foreign wines or liquors. It is rumored that some companies 
find it advantageous to be able to offer their distributors a full line of liquor 
products, including imported wines and liquors as well as those they produce 
themselves. The agent should ascertain whether the company has ever been in- 
terested in distributing such imported goods and whether such distribution was 
necessary to it to enable it to secure adequate wholesaler distribution of its 
own products. The ageht should ascertain whether there has been any prob- 
lem in obtaining the distribution rights to foreign products, and should obtain 
a copy of any contracts concerning such distribution of imports. In the field 
of imported products, the distributor is usually an exclusive agent for the 
foreign producer. We would like to know whether this exclusive right 
granted to competing distillers to distribute foreign products has hindered in 
any way the company’s ability to distribute its own whisky. 

The outline above covers the matters in which we are interested at the present 
time. It is not intended that the agent should follow this outline in any one 
interview he may have with the company’s officers, and it may be that answers 
to certain of these queries can best be obtained from a review of the files of the 
company. Probably certain information would have to be obtained initially, from 
the company’s office to enable the agent to determine the particular company’s 
general activities in the industry and certain basic information about its 
operations. During the course of this interview, the agent could probably ascer- 
tain whether the company’s officials will be inclined to be cooperative and indicate 
the parts of the business in which restraints of trade would be most apt to exist. 

If, however, the company’s officials state that no restraints of trade exist in 
the industry to their knowledge, it is believed that the agent could obtain more 
fruitful information from a search of the company’s files. -The agent should not 
so conduct the interview that the outline of information requested is apparent 
to the company or that the company’s officers realize the exact scope of this 
investigation. 
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LIST OF THE MEMBERS OF THE STAFF OF THE ANTITRUST DivIsSION FAMILIAR WITH 
THE 1943-44 INVESTIGATION 


Wendell Berge, then Assistant Attorney General in charge of the Antitrust 
Division, and now in the private practice of law with offices in the Ring Building, 
Washington, D. C. 

John Henry Lewin, then Assistant to the Assistant Attorney General in 
charge of the Antitrust Division, and now in the private practice of law with 
offices at 1409 Mercantile Trust Building, Baltimore, Md. 

Holmes Baldridge, then Chief of the General Litigation Section of the Anti- 
trust Division, and now Assistant Attorney General in charge of the Claims 
Division, Department of Justice. 

George Comer, Chief of the Economies Section, Antitrust Division. 

William B. Butz, then attorney immediately in charge of the liquor investiga- 
tion, and now in the private practice of law with offices in the Colonial Building, 
Allentown, Pa. 

Elmo D. Flynt, economist, Antitrust Division. 

Margaret Brass, attorney, Antitrust Division. 

Ernest L. Branham, attorney, Antitrust Division. 

M. Reynolds Sands, then attorney in the Antitrust Division and now employed 
by the War Department. 

George Alt, attorney, deceased December 30, 1948. 


LIST OF THE MEMBERS OF THE STAFF OF THE ANTITRUST DIVISION FAMILIAR WITH 
THE 1949-50 SuRVEY 


Herbert A. Bergson, then Assistant Attorney General in charge of the Anti- 
trust Division, and now in the private practice of law with offices in the World 
Center Building, Washington, D. C. 

Herbert Borkland, then Second Assistant to the Assistant Attorney General 
in charge of the Antitrust Division, and now in the private practice of law with 
offices in the World Center Building, Washington, D. C. 

Edward P. Hodges, then Chief of the Trial Section of the Antitrust Division, 
and now Second Assistant to the Assistant Attorney General in charge of the 
Antitrust Division. 

W. Wallace Kirkpatrick, then attorney immediately in charge of the survey, 
and now in a key position with the Allied Military Government with offices in 
Berlin, Germany. 

Jaddia J. Rashid, attorney, Antitrust Division. 

John J. Bevington, then an attorney in the Antitrust Division and now in the 
private practice of law. 

Leonard M. Berke, economist, Antitrust Division. 


GENERAL DESCRIPTION OF CONFIDENTAL DATA ExcLupED FROM THE FILES 
SUBMITTED TO THE COMMITTEE’S REPRESENTATIVE 


Confidential material obtained from the United States Treasury Department. 
Confidential material obtained from the Office of Price Administration. 
Reports of the Federal Bureau of Investigation. 
Confidential material obtained from informants to the Department of Justice. 
Memoranda of interviews with complainants and informants of the Depart- 
ment of Justice. 
Complaints filed with the Department of Justice confidentially. 


ExHtsitT 33 
Leroy C, McCAULEY 
Testimony of May 15, 1952, page C-590 


Mr. MircHett. Hodges had been Branham’s best man at his wedding. Did 
you know that? 

Mr. McCauvtey. That is my understanding. 

Mr. MitcHetL. There wasn’t any suggestion in your comment that Branham 
was not competent or perfectly satisfactory in his job? 

Mr. McCavutey. None whatsoever, sir. 

Mr. MircHett. You think he is? 
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Mr. McCautry. I have every reason to believe so. 
Mr. Mircue cyt. That he is a competent lawyer and does his work? 
Mr. McCautey. Yes. 

CHALMERS HAMILL 


Testimony of May 15, 1952, pages C-618 to 621 


Mr. CHELF. Are there any further questions? 

I believe it was Mr. McCauley or one of the preceding witnesses who stated 
here a few moments ago that he thought Mr. Branham was an efficient and 
competent lawyer. Would you agree with that statement? 

Mr. HAmILL. Yes; I agree with that I think he is. He is as conscientious 
a Government employee as I know. He is very sensitive—I will say that 
but he is honest and conscientious. 

Mr. CHELF, That is a little idiosyncrasy that a lot of us sometimes have 
We say down my way, “We are sometimes inclined to wear our feelings on our 
sleeves,” so to speak. 

Mr. Hamicy, And that is kind of hard for a lot of people to get rid of. 

Mr. Cuevr. He is a good, hard, painstaking, conscientious Federal employe: 
who has made a career of this work 

Mr. HAmiLy. There is no question about it, sir 

Mr. CueLtr. Have you discussed any of this so-called difficulty with Mr 
Branham? 

Mr. HamIny. Yes. 

Mr. CHeLF. What did he indicate to you? 

Mr. HamtIvtyi. He is heartbroken. He has not slept for a week. The man is 
literally incapacitated 

To be perfectly candid with you, if he gets by without a stroke or a heart 
attack, I shall really be amazed. The thing has affected him terribly. As a 
matter of fact, Mr. Hodges—this is really quite embarrassing for me to talk 
about, gentlemen 

Mr. Keatine. I want to say we appreciate your frankness 

Mr. Cuetr. We want to commend you for your forthrightness, absolutely. 

Mr. Hamityt. Mr. Branham and Mr. Hodges come from South Carolina, and 
they have been friends for years. I took Mr. Branham in the Small Business 
Unit at Mr. Hodges’ very earnest solicitation and request. Not that I had any 
reason not to take him except that I did not know him and I had never worked 
with him: and, frankly, in the small-business work it is entirely negotiating 
it is entirely persuasive. All we can do is talk and persuade people to give 
relief to a little fellow who needs it. Now, it is not everybody who can do that 
type of work. 

Mr. Cuerr. It is a sellihg job. 

Mr. HAmMILt. It is a pure selling job, sir. 

Therefore, I have asked that, whenever they wanted somebody to come into 
my section, I have the privilege at least of passing on them. They have always 
been very, very gracious about it 

I took Mr. Branham into the Unit at Mr. Hodges’ request. I know they have 
been the closest of friends. This thing has so disturbed this poor fellow’s mind 
that I am really fearful for him. He came to me and told me about it. I tried 
to persuade him that it Was a matter of such little consequence that he should 
not worry about it, because he was on record all over the place and there never 
could be any question about his attitude in the matter. 

Mr. Cnecr. As I understand it, Mr. Branham has always felt that they had 
a case and that there was justification for prosecution. 

Mr. HAmILy. That is right, sir. 

Mr. Cnetr. And he has felt so deeply and sincerely about it that he has felt 
that this situation has more or less exploded his whole idea and his whole 
theory and, well, to be frank about it, all of the work he has done over the 
years 

Mr. Hamity. That is true, and as a matter of fact here is the situation, sir: 
You see, at the time he first worked on liquor, he was in the Antitrust Division, 
in the actual investigation of the business, of the liquor business. That was not 
small-business work at all. That is when there was actually a certain investi- 
gation. How far it went, I do not know. I know Mr. Branham had a lot of 
data and a lot of detail. I know he collected a lot of information in the course 
of his work beeause not only has he talked to me about it—I was surprised in 
fact when he came into the Unit and we got our first complaints on liquor; I 
was surprised to learn that he knew as much about liquor as he did. 
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Mr. Cuetr. Then he has been working with this liquor question for a long, 
long time? 

Mr. HAMILL. Yes. 

Mr. CHELF. You would agree that he knows whereof he speaks about the in- 
dustry ? 

Mr. HAMILL. I think he does. 

Mr. CHELF. He knows what he is talking about? 

Mr. Hamiy, I think he does. 


Vicror H. KRAMER AND WILLIAM A. UNDERHILI 
Testimony of June 16, 1952, page C—1084 


Mr. CHELF. Most eyerybody who has appeared before us—well frankly, every- 
one with whom we have discussed the situation—have all said that they felt 
Branham was a conscientious, sincere, hard-working fellow What reaction do 
you gentlemen have? 

Mr. UNpdERHILL. I would say that is true 

Mr. Kramer. I do not agree with that statement. 

Mr. UNDERHILL. Let me finish this. Excuse me. I say it only in relatienship 
to what dealings I personally had with Branham and Mr. Hamill in the Small 
Business Unit. 

With regard to liquor, the only thing we ever discussed were the ads here local- 
ly with the small liquor dealers; writing letters, trying to get some relief for 
small-business people scattered over the country. With that he did a good job. 

Mr, CHEeELF. They did say he was rather sensitive 

Mr. UNDERHILL. I would go along with that, and I think possibly Mr. Kramer 
could tell you more about that than I could. However, under any jurisdiction in 
the Small Business Unit he did a good job. So far as writing the letters is con- 
cerned, getting merchandise and trying to help the little fellow, at that time it 
was difficult. It was after wartime. Full production had not been gotten into, 
and the little refrigerator dealer or the little gasoline dealer or lumber man, 
whatever it might be, the small fellow was still having a rough time. 

Mr. MircHe.i. And the little distiller and the small cooper 

Mr. UNperRHILL. That is right, any small business of any type—any small com- 
pany. They were having some trouble, and we tried to help them, and Branham 
did some good work and wrote some good letters on getting small business mate 
rial. But he is sensitive. There is no doubt about that. 

Mr. MitrcHeci. Did you have some reservations? 

Mr. Kramer. Definitely. I spent a great deal of time while Mr. Branham 
worked under my jurisdiction attempting to understand the man. You used the 
words “conscientious, sincere, and hard-working.” 

Conscientious and sincere he certainly is. I have reservations as to whether he 
was hard working. My particular reservation is his competence as a lawyer. I 
never felt that he was competent to handle, on the basis of the work he did on 
bourbon cooperage, competent to handle alone or in charge of, a substantial 
antitrust investigation. It was because of those doubts that Mr. Kenney was 
brought in to work with him on bourbon cooperage. 


Howarp R. WALTON 


Testimony of June 3, 1952, page C—S53 
TESTIMONY RE EMPLOYMENT OF BRANHAM 


Mr. MircHeti. Were there any references that you recall in that conversation 
with Mr. Branham concerning his personal status or personal plans for the 
future? 

Mr. WALTON. I do not recall that there was anything along those lines. 

Mr. MITCHELL. You do not recall anything untoward in this conversation 
that would place it outside the category of a general discussion of your 
company and its activities? 

Mr. WALTON. No; I would not say that there was anything like that 

Mr. RoGers. Let me ask him a question in that regard Did Mr. Branham 
Say anything to you about your company employing him after he left the 
Department of Justice? 

Mr. WALTON. No, sir. 
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Mr. Cue.r. Nothing about jobs or any positions in the future or any contra 
made? 

Mr. WaLtTon. Mr. Branham said what you might expect any employe 
I would think, in a bureau to say, that everybody was underpaid in tl 
type of work, but I did not gain the impression that he was really asking f 
work from us. Certainly it would have been a very poor place to have « 
so and I would think it would have been very poor taste on his part. 

Mr. Cuetr. But you did not get the impression he was seeking a job? 

Mr. Watton. Not from us; no sir. 


MILTON S. KRONHEIM 
Testimony of June 8, 1952, page C-—955 


Mr. MITCHELL. Do you recall whether at that time there was any discussi: 
about Mr. Branham seeking a position of any kind? 

Mr. KRoONHEIM. Yes, 

Mr. MITCHELL. Would you tell the committee what that was? 

Mr. Kronuerm, At that time he wanted to be a judge of the municipal court 

Mr. MircHe.i, The same court in which your son was sitting? 

Mr. Kronuem, That is correct. 

Mr. Mircnet.. Tell the committee what was said, if anything. 

Mr. KRONHEIM. I think he told me that he was a candidate for that ben 
and that he had the support of several Members of Congress and I told h 
if I could be of any help to him I would, and that was about the end of the 
picture, as far as I remember. 

I do not think I ever saw him again. I saw him on the street once or twice 
I do not remember ever seeing him again except I saw him on the street onc 
I believe. 

Mr. MircHeLL, Was that discussion with respect to the next vacancy on the 
bench, or was it with respect to the vacancy to which your son had been named 

Mr. KRonuHEIM. I just cannot recall. I do not know. 

Mr. MircH ei. It was just a passing discussion? 

Mr. KronueimmM. Just a passing discussion. He wanted to be on the bencl 
I do not think he cared whether it was in my son’s spot or some other 
spot. 

Mr. MItcHeELL, Your son was already on the bench? 

Mr. Kronuei. I think he was at that time. 

Mr. Mitrcne cy. Did you think there was anything unusual or untoward ir 
that discussion? 

Mr. KronuetM. No, of course not. 


ALFONS LANDA 
Testimony of June 11, 1952, page C-1033 


Mr. Cuetr. What kind of a lawyer did Branham seem to you to be? 

Mr. LANDA. I think he is industrious. 

Mr. Cue.r. Did he seem to be conscientious and sincere? 

Mr. LANDA. Yes; I think so. 

Mr. CueL_r. He impressed you as being a fellow who really was trying to 
do a job? 

Mr. Lanpa. Yes; I would say so. That is my judgment of Mr. Branham. 

Mr. Cuerr. There have been some stories circulated, Mr. Landa—of course, 
the committee wants to be fair to him and all of the people—to the effect that 
he was trying to get a job with some of the distillers. Did he ever mention 
the subject to you that he would like to be on the payroll of Seagram’s in any 
capacity? 

Mr. LANDA. Well, not quite that way, as I recall it. He complained bitterly 
once or twice that he was making no progress in the Department and asked 
me if I knew of any place where he might fit in, with his knowledge and ability, 
but there was nothing about it that I felt was improper, a man seeking another 
job. 

Mr. Cuetr. In other words, it was just mentioned casually? 

Mr. LANDA, Yes; that is right. 
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Mr. CHELF. In other words, as I understand it, you did not 


as anything out of the ordinary. 
Mr. LANDA. No. 

Mr. CHELF. He just mentioned that he would like to get something else? 
Mr. LANDA. I have been around Washington all my life. I think very fre- 
iently men in the Government get discouraged and once in a while they say, 
Well, I wish I could get out.” I hear that every now and then. 


Mr. CHELF. In other words, you had heard it before 
Mr. LANDA. That is right. 


hat he made than on any other. 


react that it 


from others? 
I placed no more importance on the statement 


Mr. CHELF. And it was not made pointedly in any way at all? 
Mr. LANDA. No; he didn't 


hook it up with anything, as far as I was 
onecerned, 
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